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The Economic Cooperation Administration 


A PLAN FOR PEACE, STABILITY AND FREEDOM 


By ARTHUR H. VANDENBERG, United States Senator from Michigan 
Delivered in the United States Senate, Washington, D. C., March 1, 1948 


R. PRESIDENT, with the unanimous approval of 

the Senate Foreign Relations Committee, | report 

the Economic Cooperation act of 1948 in its per- 
fected text. In the name of peace, stability, and freedom it 
deserves prompt passage. In the name of intelligent Ameri- 
can self-interest it envisions a mighty undertaking worthy 
of our faith. It is an economic act—but economics usually 
control national survivals these days. The act itself asserts 
that “disruption following in the wake of war is not con- 
tained by national frontiers.” It asserts that “the existing 
situation in Europe endangers the establishment of a last- 
ing peace, the general welfare and national interest of the 
United States, and the attainment of the objectives of the 
United Nations.” 

Every Senator knows that these dangers are even greater 
than they were when those words were written only two 
short weeks ago. The fate of Czechoslovakia, where any 
semblance of democracy has just been gutted by subversive 
conquest, underscores this solemn thesis. The kindred fate 
of brave little Finland may be adding to the ominous score 
this very afternoon even while we debate an axiom, namely, 
that aggressive communism threatens all freedom and all 
security, whether in the Old World or in the New, when 
it puts free peoples anywhere in chains. 

‘The act asserts sound doctrine when it says that it is 
“the policy of the people of the United States to sustain and 
strengthen principles of individual liberty, free institutions 
and genuine independence through assistance to those coun- 
tries of Europe which participate in a joint recovery pro- 
gram based upon self-help and mutual cooperation.” Mr. 
President, this act may well become a welcome beacon in 
the world’s dark night, but if a beacon is to be lighted at 
all it had better be lighted before it is too late. 

Nevertheless, Mr. President, the decision which here con- 
cerns the Senate is the kind that tries men’s souls. I under- 
stand and share the anxieties involved. It would be a far 


happier circumstance if we could close our eyes to reality, 
comfortably retire within our bastions, and dream of an 
isolated and prosperous peace. But that which was once 
our luxury would now become our folly. This is too plain 
to be persuasively denied in a foreshortened, atomic world. 
We must take things as they are. 

The greatest nation on earth either justifies or surrenders 
its leadership. We must choose. There are no blueprints 
to guarantee results. We are entirely surrounded by calcu- 
lated risks. 1 profoundly believe that the pending pro- 
gram is the best of these risks. I have no quarrel with 
those who disagree, because we are dealing with imponder- 
ables. But I am bound to say to those who disagree that 
they have not escaped to safety by rejecting or subverting 
this plan. They have simply fled to other risks, and I fear 
far greater ones. For myself, I can only say that I prefer 
my choice of .responsibilities. 

This legislation, Mr. President, seeks peace and stability 
for free men in a free world. It seeks them by economic 
rather than by military means. It proposes to help our 
friends to help themselves in the pursuit of sound and suc- 
cessful liberty in the democratic pattern. The quest can 
mean as much to us as it does to them. It aims to preserve 
the victory against aggression and dictatorship which we 
thought we won in World War II. It strives to help stop 
World War III before it starts. It fights the economic chaos 
which would precipitate far-flung disintegration. It sus- 
tains western civilization. It means to take western Europe 
completely off the American dole at the end of the adven- 
ture. It recognizes the grim truth—whether we like it or 
not—that American self-interest, national economy, and na- 
tional security are inseverably linked with these objectives. 
It stops if changed conditions are no longer consistent with 
the national interest of the United States. It faces the naked 
facts of life. 

Within the purview of this plan are 270,000,000 people 
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of the stock which has largely made America. These are 
26 percent of all the literates of the earth. Before the war 
they operated 68 per cent of all the ships that sailed the 
sea. They grew 27 per cent of all the world’s cereals. They 
produced 37 per cent of the world’s steel. They sold 24 
per cent of the world’s exports and bought 39 per cent 
of the world’s imports. They are struggling, against 
great and ominous odds, to regain their feet. They must 
not be allowed to fall. The world—America emphati- 
cally included—needs them as both producers and con- 
sumers. Peace needs their healthy restoration to the con- 
tinuing defense of those ideals by which free men live. This 
vast friendly segment of the earth must not collapse. The 
iron curtain must not come to the rims of the Atlantic 
either by aggression or by default. 

I wish, Mr. President, swiftly to sketch the chain reac- 
tion of events responsible for the issue we here confront. 
It is a significant narrative which speaks for itself in be- 
half of the need and justification for this heroic adventure, 
the greatest ever initiated by any one nation for the sake 
of peaceful humanities. In the background, of course, is 
the war itself; the military defeat of the Axis; the utter 
prostration of postwar Europe amid the ashes of its vic- 
tory; the resultant tragedy of far-flung human want and 
suffering; the paralysis of the peace that has not yet come; 
the rise of new aggression reaching out for ominous con- 
quest amid distraught and disintegrating peoples. I do not 
here assess whatever mistakes in statesmanship may have 
helped precipitate or prolong these catastrophies. It is enough 
for the present consideration, that the tragedies occurred 
and that they still threaten the peace, stability, and security 
of this whole earth, the United States again emphatically 
included. 

In the sanctuary of our relative good fortune where 
not one bomb fell during all those desperate days when 
the skies of Europe were raining death, we promptly and 
willingly went to the postwar aid of our prostrate friends. 
We literally leaped with them from one crisis to another. 
Bill after bill went through Congress for their relief, and 
billion after billion went from us to them. Two years of 
this went by. Often the efforts failed of the desired results— 
although, despite all debits, | hesitate to think what would 
have happened in the absence of the efforts. But it became 
clear that the process could not indefinitely go on, first, 
because western Europe could not wait longer for real 
emancipation; second, because America could not longer af- 
ford to underwrite futility. We were both near the ends 
of our ropes. 

Then came June 5, 1947. Secretary of State Marshall 
made a speech at Harvard. Just as at neighboring Concord 
in an earlier century, it proved to be “a shot heard round 
the world.” At the moment it was just a few sentences in 
a quiet sequence. I quote: 

“Tt is already evident that before the United States Gov- 
ernment can proceed much further in its effort to alleviate 
the situation and help the European world on its way to 
recovery, there must be some agreement among the coun- 
tries of Europe as to the requirements of the situation and 
the part those countries themselves will take in order to give 
proper effect to whatever action might be undertaken by 
this Government. The initiative, I think, must come from 
Europe. 

“The role of this country should consist of friendly aid 
in the drafting of a European program and of later support 
of such a program so far as it may be practical for us to do 
so. The program should be a joint one, agreed to by a 
number, if not all, of the European nations.” 

Mr. President, the responsive effect in Europe was elec- 


tric. History wrote with rushing pen. It was a new call 
to the colors—this time a peace call to mobilize for self- 
help and cooperation in quest of mutual survival. The 
British Bevin and the French Bidault promptly summoned 
a European conference. They consulted the Russian Molo- 
tov. He met with them in Paris on June 27. As usual, 
his demands were impossible; and, as usual, treacherous 
Moscow propaganda charged us with iniquitous Ameri- 
can “imperialism,” a charge shockingly echoed by some 
of our own citizens. The Soviets vetoed concerted action, 
but Bevin and Bidault went ahead. They invited 22 
European nations—all of them—to meet in Paris. All 
Soviet-dominated countries sent their refusals, including 
Czechoslovakia, which, after a hasty summons to the Krem- 
lin, withdrew its previous approval and now finds itself 
forcefully communized against any further expressions of 
self-will. Sixteen nations accepted the invitation. Here they 
are: Austria, Greece, Norway, Switzerland, Belgium, Ice- 
land, Portugal, Turkey, Denmark, Ireland, Sweden, United 
Kingdom, France, Italy, Luxemburg, Netherlands. 

They met on July 12 and organized the Committee of 
European Economic Cooperation, known as CEEC. They 
met to coordinate the independent nations of Europe in a 
self-help effort to seek stability and preserve freedom in 
response to the dynamic impulse of what was then called 
the Marshall plan. They met to plan hopeful cooperation 
that might justify American assistance. And they met 
bravely, Mr. President—“bravely” because it was in vir- 
tual defiance of the Russian Bear, which promptly showed 
its teeth. 

Within + weeks Moscow dictated new reprisal agree- 
ments and tighter afhliations with all her satellites, and 
quickly organized the Cominform, through which the Com- 
munists of nine nations speak for the Communist world. 
The “iron curtain” took on more “iron.” ‘The Cominform 
is a modern version of the supposedly defunct Comintern, 
which was communism’s prior agent of world violence and 
revolution. It rankly calls upon Communists everywhere 
to wreck the Marshall plan and condemns it and us with a 
new intemperance of invective and distortion. It is indeed 
“cold war.” It is pressure war against the independent 
recovery of western Europe. Obviously, it is also aimed at 
us. It is a conspiracy to prevent the emergence of order 
out of chaos, stability out of confusion, and western free- 
dom out of hopelessness. Communists everywhere have 
responded. The great sabotage is under way. Let me make 
it completely plain that I do not suggest, even by the re- 
motest inference, that all opponents to the plan are Com- 
munists. I have already expressed my complete respect for 
the honest opinions of citizens who disagree. I simply point 
out, as part of the record, that while every critic is not a 
Communist, every Communist is a critic, and the orders 
from the Kremlin are to wreck this enterprise. Thus, the 
postwar pattern continues in familiar and consistent form. 

I said that the 16 cooperating nations in CEEC acted 
bravely, as I hope we, too, may do. I have in mind not only 
the implications of the Cominform, but also such threaten- 
ing statements as that by Mr. Molotov saying: 

“The Soviet Government considers it necessary to caution 
the Governments of Great Britain and France against the 
consequences of such action.” 

Yet, Mr. President, there is nothing in this plan which 
threatens the Soviet police empire with any sort of conse- 
quence which she does not herself choose voluntarily to in- 
vite. It is not a plan against eastern Europe, unless the 
independent survival of free peoples is on the blacklist. It 
is a plan for western Europe. It is not external conquest. 
It is not dictation. It is internal recuperation by self-chosen 
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methods. Eastern Europe was invited in. It was her own 
decision that keeps her out. It seems obvious that at least 
three of these countries behind the curtain would have 
joined if left to their own free wills. But, Mr. President, 
there are no free wills in police states. 

East-west flow of trade in Europe is necessary to both. 
its resumption will be profitable to both. There is noth- 
ing in this plan which retards this resumption, unless Mos- 
cow itself so elects. The healthy recuperation of western 
Europe should facilitate this resumption for the good of all 
concerned, if we can have a peaceful world. All poisoned 
propoganda to the contrary notwithstanding, both at home 
and abroad, this is America’s incentive and her dearest 
wish, 

The honorable release of east-west tension would be the 
greatest boon of modern times. It can be released when- 
ever there is mutual east-west fidelity to the objectives of 
World War II asserted by the united Allies on January 1, 
1942, and whenever there is mutual east-west fidelity to the 
principles and purposes of the United Nations. It can be 
released whenever there is mutual east-west respect for the 
rights of free peoples to order their own lives. ‘There is no 
consistent effort which the Government of the United States 
should withhold in pursuit of this objective. We must al- 
ways be ready for any discussion to this end. Peace with 
justice is our utterly paramount concern. Any thought of 
another war is abhorrent to our souls. But peace and ap- 
peasement are not on speaking terms and they have not been 
since Munich, after World War I, and Yalta, in World 
War Il. 

But let me resume the narrative. ‘The CEEC met for 
10 weeks in Paris, concluding on September 22. It has been 
cynically said that they met just to total up a bill to pre- 
sent to Uncle Sam. Nothing could be more cruel or fur- 
ther from the truth. They met to see what they could 
do to meet the Marshall self-help specifications, and they 
concluded mutual pledges of amazing portent and vitality. 
We did not dictate their ticket. They wrote it for them- 
selves. ‘They volunteered their pledges—to use all efforts 
to develop production up to agreed targets—to apply all 
necessary measures leading to the rapid achievement of in- 
ternal financial monetary and economic stability—to cooper- 
ate in all possible steps to reduce barriers to the expansion 
of trade—to set up a joint organization to follow these 
objectives through and to insure them to the fullest possible 
extent. All these, and many other obligations, they offered 
to assume. It was a historic moment. Someday the United 
States of Europe may look back upon it as we do to the An- 
napolis Conference which preceded the Constitutional Con- 
vention at Philadelphia. It was a courageous and construc- 
tive answer to the United States. It offered the best chance 
for stable peace and for peaceful stability that there is on 
earth today—outside of a reinvigorated United Nations 
which it would immensely further. For myself, Mr. Presi- 
dent, I assert the deep conviction that it is worth the whole- 
hearted cooperation of the United States as the cheapest 
and most promising peace investment in our own self-in- 
terest that we face. What we can “afford to do” is one 
thing—and never to be minimized. But what we cannot 
afford not to do is just as vital in the estimates of prudent 
statesmanship. 

1 comment, in passing, that these were not idle words at 
Paris. Our friends meant exactly what they said. They 
have already begun to prove it. “Benelux” already joints 
three of these countries in a customs union, Others are 
ready to come in. France has already performed major sur- 
gery on her currency. Italy and France have faced power- 
ful Communist subversion and survived the test—a feat that 


might well have been impossible without our present and 
prospective economic aid. They, too, are negotiating a cus- 
toms union. Bizonia in Germany is now well likely to be- 
come Trizonia in the spirit of new unity at the heart and 
core of European recovery. Britain’s Bevin, backed by the 
united spokesmanship of his country, is calling for western 
union. These are new signs of the new times, Mr. Presi- 
dent. If these trends are thwarted, if these hopes are dashed, 
| confess that I tremble for the consequences in this fore- 
shortened world. This is not hysteria. It is simple candor. 
In my view, the approaching Senate roll calls are that im- 
portant—to them and to us. 

Now, Mr. President, make note of this: All these CEEC 
promises and pledges—importantly, including by the way, 
the acquisition of essential strategic materials for stock pil- 
ing in the United States—are to be written into agreements 
as a condition precedent to our cooperation. There will be 
specific bilateral contracts between the United States and 
each beneficiary country. There will be specific targets. 
There will be multilateral contracts in which all countries 
underwrite the common aim and the common cause. The 
obligations will be set down in black and white. This is no 
mere wishing well. For one example, in respect to the most 
vital commodity of all, coal production is pledged to go 
from 398,000,000 tons in 1946 to 495,000,000 tons in 1949 
and 536,000,000 tons in 1952. 

Your Committee on Foreign Relations has made every 
possible effort to protect all these expectations. Indeed, this 
legislation which the Senate is asked to approve categorically 
asserts that— 

“The continuity of assistance provided by the United 
States should at all times be dependent upon the continu- 
ity of cooperation among the countries involved.” 

The act categorically asserts that— 

“the Administrator shall terminate assistance under this act 
to any participating country whenever he determines that 
such country is not adhering to its agreement or is divert- 
ing from the purposes of this act assistance provided there- 
under.” 

No law can guarantee its own success. No man has a 
right dogmatically to say that any plan will succeed in these 
dangerous days of flux. But here is a warrant for maximum 
confidence that we do not indefinitely undertake a failure. 
All the more it makes the chance worth taking. 

Now let me return to the narrative again. The CEEC 
summoned its best minds abroad to the council table. They 
had been warned by the Harvard speech that America ex- 
pected a self-contained plan which could reasonably pro- 
gress toward the restoration of economic independence and 
the end of American assistance. They had been warned 
that a successful recovery program must take the place of 
everlasting relief programs. They set to work to meet the 
challenge. At the end of 10 weeks they produced the an- 
swer. It would take 414 years of intensive self-help and 
cooperation, with progressively decreasing American assist- 
ance during this term of years. Their original estimate was 
that it might require an over-all total of twenty-two and 
four-tenths billions of American aid for western Europe, 
including western Germany. Chiefly by the deduction of 
capital-equipment items, this figure came down to seventeen 
billions for 4% years. In other words, this peace invest- 
ment might cost one-third as much in 4% years as we ap- 
propriated for war in just one bill that passed the Senate in 
5 minutes and without a roll call one June afternoon in 
1944. War has no bargains. I think peace has. I believe 
I am talking about one now. 

I digress, however, to say that there is no seventeen bil- 
lions or any other comparable figure in this pending legis- 
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lation. It was in the first executive draft that came to us 2 
months ago. I immediately asked for its deletion, and the 
State Department promptly acquiesced, because it could be 
no more than an educated guess of doubtful validity if 
we thus were to attempt to assess events and values so far 
in advance. Furthermore, it might be misconstrued abroad 
as a specific dollar commitment without their understanding 
that one American Congress cannot commit another. Yet 
the genius of the program, if we are fo escape year-to-year 
relief, is sufficient continuity to encourage dependable long- 
range planning. We rightly demand continuity of perform- 
ance from our friends as the price of continuity of aid. It 
is elementary and indispensable fair play, on the other hand, 
that continuity of aid similarly should follow continuity of 
satisfactory performance. It must be inherent and implicit 
in our purpose. Otherwise, I repeat, this is merely one more 
stopgap, “rat-hole” operation. 

Your Committee on Foreign Relations has met this sit- 
uation, Mr. President, by familiar statutory advice. As is 
our standard practice when dealing with public projects 
overlapping into subsequent fiscal years, we have authorized 
to be appropriated from time to time for 4%4 years such 
sums as may be necessary to carry out the provisions and 
accomplish the purposes of this act. But the only specific 
dollar authorization in the act is for one year, commencing 
next April. I shall discuss that later. Suffice it for the 
moment to point out that this has the effect of eliminating 
the necessity for subsequent annual authorizations. It thus 
simplifies the subsequent procedure. But it leaves each 
annual appropriation, as indeed it must, to the annual de- 
cision of the Appropriations Committees of the House and 
Senate and to the annual discretion of the Congress. The 
net of it is that the recovery program will pass in annual 
review. It will be tested annually for its promised accom- 
plishments and for the continuity of its performance. It 
will be tested annually for its impact on our own economy. 
Each Congress is free to decide these subsequent issues for 
itself. But they will do so in the presence of the declared 
attitude and opinion of the Eightieth Congress, as expressed 
in this act, that the program, if successful, should carry 
through to whatever conclusion it proves to deserve. To 
withhold an expression of this purpose would be to repudiate 
our own thesis and to pitifully reduce this act to the status 
of just one more sterile dole. It would be to rob the act 
of all the cumulative values upon which we depend for net 
results and which can infinitely bless us all. 

Now, Mr. President, let the narrative deal with equally 
significant events on this side of the ocean here at home. 
As soon as it became evident that CEEC intended to act 
upon Secretary Marshall’s suggestion, the President began 
complementary studies at this end of the line. In my re- 
sponsibility as chairman of the Foreign Relations Commit- 
tee, I asked for his immediate appointment of an independ- 
ent civilian group of seasoned and widely experienced citi- 
zens to survey the field and to report what America might 
wisely and safely do—I repeat those controlling words, 
“wisely” and “safely”—in connection with the contemplated 
program. As a result, such a group was named by the Presi- 
dent on June 22, 1947, under the chairmanship of Secretary 
of Commerce Harriman, who was the only Government 
official on the panel. Its bi-partisan membership was com- 
pletely independent of the Government and its judgments 
were likewise. It had as fine and as representative a per- 
sonnel as was ever gathered together to do an unselfish, 
patriotic job; and it labored with spectacular and unremit- 
ting zeal upon its complex task. Its ultimate report is one 
of the most comprehensive ever made in respect to a public 
problem. These credentials are important because, as a 


result, I think it is of paramount importance to us that this 
Harriman committee, despite occasional disagreement re- 
specting details, came to the over-all conclusion that this 
recovery program not only is well within our American 
capacity but also that it is essential to the best welfare of 
the United States. This, remember, was the verdict of 
representative American citizenship. I do not know how 
any great problem in public policy could have been sub- 
mitted to more competent audit. I commend this thought 
to prejudicial critics who do not and could not have com- 
parable access to all the facts. 

I quote one sentence from the Harriman committee’s 
findings : 

The committee is convinced that a sound program for 
western European recovery should be formulated and 
adopted by the United States with the same boldness and 
determination, and the same confidence in the worthiness 
of the democratic cause, which characterized our action 


in World War II. 


That is the target of private citizenship mobilized through 
the high spokesmanship of the Harriman committee. 
I quote one other sentence: 


The domestic consequences (of the fall of western 
Europe to Communist dominion) are such as no Ameri- 
can could easily tolerate. 


Does that require any application? I think not. But it 
is a timely reminder that the Senate cannot contemplate its 
decision on this pending act with complete and comfortable 
detachment, as if there may be no price for us to pay if we 
reject or emasculate this plan. We have no such complacent 
option. There is an alternative price. I simply suggest, in 
passing, for example, that Secretary of Defense Forrestal 
and Army Secretary Royall testified to our committee that 
in the absence of some reasonable prospect for the stabiliza- 
tion of western Europe they would find it necessary to 
urgently demand billions more for national military defense. 
That, however, is only a small part of what could be the 
alternative price in a Communist-dominated world. The 
Harriman committee says the total consequences could in- 
clude and I again quote the committee, the spokesmanship 
for the civilian population of this Nation, “the immediate 
and sweeping limitation of our economic and political life, 
perhaps extending even to our form of government.” 

Which might be the alternative. 

But let me again take up the narrative. In addition to 
the Harriman report, we have the survey by Secretary of 
the Interior Krug on Natural Resources and Foreign Aid. 
I quote one sentence: 


The aggregate productive capacity of the United States 
appears ample. 


In the same vein we had the so-called Nourse report, 
from the President’s economic advisers. We alse had the 
exhaustive studies of the executive departments through a 
large committee headed by able Under Secretary Lovett. 

Now, Mr. President, | want to make it plain that all of 
this exploration dealt preponderantly with the most critical 
of all considerations, namely, the impact of this plan upon 
our own domestic economy. Nothing could be of more 
importance because we all agree that the maintenance of a 
sound and solvent United States is as indispensable to the 
hopes of the world as it is to us. It would be final blunder 
to jeopardize our stabilities at home. We shall not do so. 
I am glad to echo the warning of the Harriman report that 
“jt is not wise to underestimate the steepness of the climb,” 
and that “the aid which the United States gives will im- 
pose definite sacrifice on the United States.” That is obvi- 
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ous. This is no happy picnic. Heavy post-war peace ex- 
penditures involve a burden, just as did the infinitely heavier 
expenditures of the war-that-was, or the expenditures of an- 
other war which we propose, with every resource at our 
command, to prevent. Any drain upon our commodities not 
in surplus also is a burden, although it is significant to note 
that the contemplated exports under this plan at its very 
peak are substantially less than our average exports for 1947. 
But all authorities agree that the plan can be managed to 
avoid serious interference with our domestic economy. They 
agree that it would not precipitate domestic controls which 
would not be required by the domestic situation alone. For 
example, there will be no competitive exports of meat under 
this plan for at least 2 years. There will be no exports of 
metal scrap. Petroleum products, by the explicit terms of 
the bill itself, must be purchased off-shore to the maximum 
practicable extent. 

Sound administration of the act, Mr. President, will hold 
all these impacts to a minimum. The bill itself is explicit in 
these directives. In general terms it lays down the funda- 
mental rule that “no assistance to the participating coun- 
tries shall seriously impair the economic stability of the 
United States.”’ In specific terms it lays down the injunc- 
tion that— 

The Administrator must provide for procurement in 
such a way as to (1) minimize the drain upon the re- 
sources of the United States and the impact of such pro- 
curement upon the domestic economy, and (2) avoid im- 
pairing the vital need of the people of the United States. 


The proponents of this measure, in a word, are not riding 
rainbows. They recognize the calculated risk. They think 
it is worth taking in our own enlightened self-interest. ‘They 
prefer it to the alternative risk. But they proceed with 
prudence. They recognize the priority which self-interest 
assigns to the protection of our own domestic situation. We 
are not to be committed beyond this legitimate boundary. 
But they believe that we can do both jobs—at home and 
abroad—and that we cannot afford not to take the prefer- 
able chance. In a word, they believe in America. 

Now, Mr. President, we come to the act itself, which is 
unanimously endorsed by the Senate Foreign Relations Com- 
mittee after 5 weeks of public hearings and 10 days of con- 
tinuous executive sessions. I cannot speak too gratefully 
of the friendly patience and bipartisan unity with which my 
committee colleagues cooperated. If something of their spirit 
imbues those for whom this legislation is intended, the 
Economic Cooperation Administration, as it will be called, 
has hopeful augury. 

We confronted many serious perplexities involving wide 
divergence of opinion in and out of Congress. Perhaps the 
greatest of these was the question how this gigantic trust 
should be administered. It is the universal opinion that the 
success of the enterprise is largely dependent upon the char- 
acter of its management. It is the universal opinion that its 
overriding economic purpose requires the highest available 
type of seasoned business experience and the widest possible 
autonomous authority for those who patriotically assume 
these vast economic responsibilities. It is equally the uni- 
versal opinion that the highest considerations of foreign 
policy are constantly involved and that, as I said upon a 
previous historic occasion, we cannot have two Secretaries 
of State at the same time. 

To fit these conflicting specifications into common pat- 
tern was, indeed, a jig-saw puzzle. We invited the Brook- 
ings Institution of Washington, one of the most respected 
research laboratories in the country, to make an objective 
study of this enigma. I express our great obligation to the 


Brookings Institution for the masterly job it did. The pro- 
visions in the pending bill largely follow its recommenda- 
tions. 1 am happy to say the result already enjoys well-nigh 
universal approval in and out of Congress. 

We are creating the Economic Cooperation Administra- 
tion. At its head will be an Administrator with Cabinet 
status. In him, under final Presidential control, is vested 
the responsibility for operating this enterprise. The Ad- 
ministrator and the Secretary of State will keep each other 
fully and currently informed. Whenever the Secretary of 
State believes that any action of the Administrator is in- 
consistent with the foreign policy objectives of the United 
States, he will consult with the Administrator and, if dif- 
ferences of view are not adjusted, the matter will be referred 
to the President for final decision. This is a paraphrase of 
the formula which has worked so well in the Atomic En- 
ergy Act involving somewhat similarly mixed functions. 

Behind the Administrator, and his Deputy, will be the 
Public Advisory Board, headed by the Administrator, or- 
ganized on a bipartisan basis, and consisting of not more 
than 12 members, to be appointed by the President and 
confirmed by the Senate, “selected from among citizens of 
broad and varied experience in matters affecting the public 
interest.”” Its functions are advisory. But its utility is 
profound. 

Overseas a special economic mission will be established 
by the Administrator and under his direction in each par- 
ticipating country; and the chief of each such mission will 
cooperate with our Ambassador or Minister under a general 
rule of conduct reflecting the contacts set up for the Ad- 
ministrator and the Secretary of State to avoid inconsistent 
decisions by either. Meanwhile what might be called a 
roving ambassador will represent us in dealing with any 
European organization of participating countries as in- 
sistently envisioned by the act. The creation of this post 
underscores our firm conviction that the salvation of west- 
ern Europe lies in consolidated self-help and cooperation. 
Dollars alone will not save them. American assistance 
alone will not save them. All through the bill we bluntly 
assert these axioms. What they do for themselves will save 
them. What they do for themselves is the only possible 
vindication of our aid. But without a roving ambassador 
there would be no way for us to hold these governments to 
strict accountability for these relationships upon which they 
and we must depend for the final basic success of the under- 
taking. 

To keep the House and Senate, here at home, in intimate 
touch with the evolution of all these plans, the bill creates 
the Joint Congressional Committee on Foreign Economic 
Cooperation—again borrowing this device of proved utility 
from the Atomic Energy Act. It will consist of seven 
Senators and seven Representatives. It will be bipartisan. 
It is already familiarly known as the watchdog committee. 
Little added definition is required. It will make continuous 
studies of what goes on. It will provide continuous and 
intimate congressional liaison with all these undertakings. 
In general sense it will represent the taxpayers of the United 
States. It will greatly simplify the subsequent annual re- 
sponsibilities of Congress when, once each year during the 
life of this arrangement, it must determine in what degree 
yesterday's performance warrants tomorrow’s continuing co- 
operation. 

I omit further needless details. This is the picture and 
the pattern of administration. It gives every promise that 
previous errors in foreign aid will be avoided. It fixes and 
implements clear and specific responsibilities. It umpires in 
advance functional conflicts between business management 
on the one hand and foreign policy upon the other. It is 
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our best possible promise of efficient and effective results in 
restabilizing a broken world. 

Now, Mr. President, we come to the specific figure asked 
by the President fer the first authorization under this bill. 
It was $6,800,000,000 for 15 months from next April first. 
This was the result of rigorous screening by the executive 
authorities of the CEEC proposals for $8,400,000,000 and 
a realistic appraisal of domestic availabilities. It took full 
account of the Harriman, Krug, and Nourse reports. It 
was the composite judgment of diversified minds. Secretary 
Marshall said it was as near a precision figure as human 
judgments can foresee. Certainly it was sustained by the 
most complete studies and surveys I have ever seen in a 
congressional committee. It was further sustained by the 
independent investigation of the Harriman Committee— 
composed, remember, of the best business brains available 
in our civilian life. The comparable Harriman figure was 
approximately the same. It was still further sustained by 
the head of the International Bank, who also examined the 
problem independently and concluded that the figure is a 
tight-fitting minimum. It was in no sense a stab in the 
dark. At the very least it is entitled to a presumption of 
relative dependability until more competent authority com- 
petently proves otherwise. 

But I can fully understand, Mr. President, why this fig- 
ure immediately became the subject of wide controversy. 
In the first place, there was a big gap between this figure 
and the President’s budgetary estimate of actual cash dis- 
bursements for this purpose in the next fiscal year—a gap 
representing obligations and commitments which must be 
made in advance if our plans are to possess efficient conti- 
nuity. In the second place, we have been overwhelmed 
with such a wealth and welter of supporting statistics that 
even our own experts—to say nothing of our committee 
members—have rivaled each other in their headaches. At 
such a moment it is dangerously easy to “lose sight of the 
forest for the trees.” Busy pencils, playing with their deci- 
mals, can make objectivity impossible. The committee’s 
unanimous recommendation escapes the horns of this di- 
lemma by rooting itself in a few solid fundamentals which 
I commend to the common sense of my colleagues. 

First. If this plan can succeed on the basis recommended 
by its authors, no well-wisher would allow it to fail at its 
inception through lack of original resources sufficient to its 
success. That would be ‘penny wisdom and pound foolish- 
ness.” It could even be unwitting sabotage. 

Second. Any estimate of these essential resources, in ad- 
vance of experience with the plan, is problematical at best. 
In such circumstance we should start with figures which 
enjoy the preponderance of supporting evidence rather than 
to arbitrarily slice off what might be the difference between 
success and still-born failure. 

Third. Therefore prudence recommends that we launch 
the plan with figures which offer no alibi for failure; but 
on a timetable which permits us to review the figures at the 
earliest moment when experience will permit us to deal with 
the realities. 

On the basis of these sanities, the Committee on Foreign 
Relations unanimously cut the duration of this first authori- 
zation from 15 months to 12 and it reduced the figure from 
$6,800,000,000 to $5,300,000,000. This latter figure ac- 
curately reflects the estimated expenditures and commitments 
for the first 12 months of the original work sheet for 15 
months. In other words, we have not undermined the re- 
sources for 1 year from April 1, 1948, which we are warned 
by the authors of this plan are essential to its success. We 
have not transferred from them to us the responsibility for 
a failure which might be charged to initial lack of funds. 





We have not impaired either the resources or the psychology 
upon which the plan depends. But we have made it imper- 
ative that the first task of the next Congress and the next 
administration next January shall be to resurvey this whole 
problem in the light of experience and reality; and thus we 
have reduced the first authorization by $1,500,000,000. 

Mr. President, I attach the greatest importance to this 
change in the timetable. By next New Year’s we shall have 
had 9 months’ experience with this enterprise. We shall 
then know the efficiency of its all-important administrative 
management; and we shall have the benefit of the Admin- 
istrator’s advice. We shall also have the first-hand judgments 
of our own joint congressional watch-dog committee. We 
shall know whether a good crop overseas has lightened the 
CEEC deficit. We shall know much more about the nature 
and extent—or perhaps even the suspension—of the sabotage 
campaigns of the wrecking crews. Most important of all, 
we shall know to what extent self-help and mutual co- 
operation in western Europe are giving promise of the 
vitality upon which this plan inseverably rests. We shall 
know many things upon which today we can only speculate. 

It seems to me that we have everything to gain and noth- 
ing to lose—assuming that we are entering upon this high 
adventure in good faith—by launching this hopeful enter- 
prise full-steam-ahead; and reserving our seasoned and in- 
formed judgments for next January, as contemplated by 
the committee’s recommendation, when we shall know 
whereof we speak instead of gambling now with unknown 
destiny. I beg of Senators to take this concept to their 
hearts. This is more than a problem of mathematics; it is 
a problem in peace, stability, and human freedoms. It may 
not work. I think it will. But if it fails, let the responsi- 
bility rest elsewhere. I say again-—as I have said so many 
times before—these recommended figures are not sacred. 
But in the light of the powerful credentials they possess, 
unless the Appropriations Committee can strongly prove 
them wrong, let us give th m the benefit of any doubts for 
the time being. Next January is not long to wait for the 
accounting with so much at stake. 

One thing more about this figure of $5,300,000,000. It 
goes for loans and grants. The division rests with the Ad- 
ministrator, counseled by his own board and by the National 
Advisory Council consisting of the highest officers of Gov- 
ernment. The division will depend upon the beneficiary’s 
ability to pay and upon the nature of the assistance. The 
loans will be serviced by the Export-Import Bank. It is 
roughly estimated that loans will represent from 20 per 
cent to 40 per cent of the grand total. Using the lower 
percentage in averaged application to the first year’s authori- 
zation, its net cost to us is much nearer $4,000,000,000 than 
$5,300,000,000. It could be—we may hope it will be— 
even lower in its net effect. 

At this point I interject another vital fact. While it is 
impossible to establish accurate categories at the moment, 
it is expected that 2 or 3 of these 16 countries in CEEC 
will be cooperators without any drain upon our dollar aid. 
They will pay their own way. It also is expected that 
three other countries will be exclusively on a temporary 
loan basis—without any grants. It is contemplated that only 
two countries will be exclusively on a basis of grants. The 
other eight countries will be on a variable scale of loans 
and grants. This is no loose give-away. In every instance 
the plan is geared to hardpan economics. 

I now speak of the method used to arrive at this figure. 
It involves so-called balance of payments. For each country 
this is the difference between national income from exports, 
foreign services, and foreign investments, on the one hand, 
and essential imports of goods and services, on the other 
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hand. This is the balance of payments, and when the former 
are insufficient to pay for the latter, and there is no gold 
or convertible currency to make up the difference, any such 
deficit country is in jeopardy. Under normal exchange con- 
ditions, surplus exchange with one country can be balanced 
against an exchange deficit with others. But this situation 
does not exist today, and will not until foreign currencies 
and international exchange are restabilized. This is one of 
the long-range objectives of this plan—important to every 
trading nation on earth, our own emphatically included. 
Meanwhile, the immediate and indispensable objective is to 
overcome these deficits in western Europe, including west- 
ern Germany. 

Current calculations accordingly were made by the follow- 
ing process: First, estimating each country’s import require- 
ments; second, deducting therefrom each country’s exports 
and earnings from foreign services and foreign investments 
and from any other sources; third, deducting available im- 
ports from other Western Hemisphere areas. This final 
figure, translated into dollars, represents the amount of sup- 
port from us to permit these 16 European countries, plus 
western Germany, to import from the Western Hemisphere 
the commodities essential to recovery. Import requirements 
of recipient countries were figured on a basis so close that 
they do not even restore full prewar living standards. In 
other words, the figures are down to bedrock. 

Obviously, this brief description over-simplifies the process. 
‘There are many other factors influencing the net result. 
‘There are many imponderables, I say again and again. 
Only experience can demonstrate whether the realities will 
thrust upwards or push downwards the true evaluation. 
But this is generally accepted as the best measure of need. 
It was accepted by the Paris Conference, the executive de- 
partments, the Harriman committee, and the International 
Bank. 

I do not undertake to demonstrate that the resultant 12- 
month figure of $5,300,000,000 in the bill is precisely ac- 
curate. | am content to point out that it is little short of 
amazing how close together all these estimates, independ- 
ently made, proved to be. I am content to point out that 
the timetable in this act, as we have reported it, permits the 
earliest possible congressional review in the presence of 
reality. I am content to urge that the burden of proof falls 
heavily upon those who would argue that, pending this early 
review, the preliminary figure is too large. I have no sym- 
pathy with any “take this or nothing” attitude. But I do 
prayerfully believe that adequacy is the essence of what we 
do; and surely we can all agree that success with $5,300,- 
000,000 in the first instance is preferable to failure with 
something less. I remind the Senate further that, under the 
hill’s new timetable, we can balance out even the next fiscal 
vear by the appropriations for the fourth quarter. If facts, as 
we will know them next January, require readjustments, 
we can make them in the final quarter. Then we can put 
them up or down with some degree of justified assurance. 
When we try to adjust them today, we play with danger 
to the life-line of the plan. 

Many other features of the pending bill will develop with 
the debate. At the moment I refer, finally, to only two. 

First. Local currencies must be deposited by each bene- 
ficiary country to offset the value of any aid not furnished 
on terms of payment. The beneficiary country and the 
United States will agree on the local expenditure of these 
local currency accumulations in behalf of the purposes of 
this act. Thus our grants will not become a budgetary 
windfall in the beneficiary country but will virtually be- 
come a revolving fund to do double duty in behalf of the 
act’s objectives. 


Second. The investment of private American capital, in 
approved reconstruction projects in the 16 countries and 
western Germany, is encouraged by our guaranty of the 
subsequent convertibility of profits or original investment 
into dollars. This obviates the hazard most likely to prevent 
private investment. At the same time it is a highly practical 
invitation to American private initiative to join in this great 
adventure on a free-enterprise basis. 

Now, Mr. President, with apologies to my colleagues for 
the length of this intrusion upon their good nature, I con- 
clude. With a few desultory comments, I am done. 

First. This act does not include some of our other un- 
avoidable international obligations. We shall have to deal 
at this session with China, Greece, Turkey, and Trieste, 
and with the occupied areas for which we are responsible as 
a legacy from the war. These things must be remembered 
as we proceed. We must deal with over-all considerations. 
Particularly we must faithfully remember the superlative 
importance of effective solidarity in the Western Hemisphere 
in unhappy, uncertain days like these. Mutually happy and 
healthy Pan American relationships are indispensable. They 
must be conserved. It ought to be entirely possible to sub- 
stantially improve these economical relationships through 
the triangular trade that should be possible of development 
in connection with this European recovery plan. 

Second. This act largely depends for its success upon the 
quality of its administration. The choice of the adminis- 
trator and his associates is one of the most solemn respon- 
sibilities that has ever confronted a President of the United 
States. I beg of the President to search for the best and to 
be satisfied with nothing less. This act is a challenge to the 
best brains and to the best experience in the Nation. They 
responded in the crises of war. I am sure they will respond 
in this crisis of peace. The cause is no less vital to our 
destiny. 


Third. This act depends, again, for its success upon the 
prompt restoration of western Germany to an effective place 
in the economy of Europe and the world. It must be de- 


centralized. It must be demilitarized for keeps. But it 
must be restored to decent hope and productivity. The 
western occupying powers must quit their indecision and put 
Germany wholesomely at work again without delay. The 
Ruhr alone could spell the difference between success and 
failure. 


Fourth. This act depends also and equally upon the 
energy and devotion with which these western European 
nations pursue the integration which they have volunteered 
to seek. Our dollars cannot substitute, I say again, for their 
own will to make common cause for the mutual defense of 
their own welfare. We do not presume to dictate the form- 
ula. But we relentlessly recommend the objective. Standing 
together these nations can face every vicissitude with hope. 
Standing apart they may face collapse and even conquest. 
By its own warning, the wrecking crew awaits. 


Fifth. This act seeks and depends upon peace. Peace 
requires the economic stabilities which are here addressed. 
Peace also depends upon security against aggression. Security 
depends upon preparedness. Preparedness depends upon 
rival arms until, dependably there is a better way. The 
better way is an undivided United Nations which is made 
to work in its present or some other form. Regional ar- 
rangements under its charter can promote security. Unselfish 
mutual defense pacts, such as we have repeatedly offered, 
can promote security. Global disarmament—on a basis of 
rigid, instant, and conclusive discipline against bad faith is 
the best security guarantee of all. We and the peace-loving 
sectors of the world must struggle on toward these ideals. 








Eric Johnston 


329 





Sixth. The act has the amazingly unified support, accord- 
ing to their official voices before our committee of practi- 
cally all spokesmen in our own land for organized labor 
and capital and agriculture and industry, for veterans, for 
women’s organizations, for American journalism and, by no 
means last, for the church. The friendly preponderance is 
overwhelming. I believe, Mr. President, that dynamic 
America is prepared to carry on. 

Seventh. Whatever we are to do, Mr. President, let it 
be done without undue delay. Whatever our answer is to 
be, let it be made as swiftly as prudence will permit. The 
exposed frontiers of hazard move almost hourly to the west. 
Time is of the essence in this battle for peace, even as it is 
in the battles of a war. Nine months ago Czechoslovakia 
wanted to join western Europe in this great enterprise for 
stability and peace. Remember that. Today Czechoslovakia 
joins only such enterprise as Moscow may direct. 

There is only one voice left in the world, Mr. President, 
which is competent to hearten the determination of the 
other nations and other peoples in western Europe to sur- 


vive in their own choice of their own way of life. It is our 
voice. It is in part the Senate’s voice. Surely we can all 
agree, whatever our shades of opinion, that the hour has 
struck for this voice to speak as soon as possible. 1 pray it 
speaks for weal and not for woe. 

The committee has rewritten the bill to consolidate the 
wisdom shed upon the problem from many sources. It is 
the final product of 8 months of more intensive study by 
more devoted minds than I have ever: known to concentrate 
upon any one objective in all my 20 years in Congress. It 
has its foes—some of whom compliment it by their trans- 
parent hatreds. But it has its friends—countless, prayerful 
friends not only at the hearthstones of America, but under 
many other flags. It is a plan for peace, stability, and free- 
dom. As such, it involves the clear self-interest of the 
United States. It can be the turning point in history for 
100 years to come. If it fails, we have done our final best. 
If it succeeds, our children and our children’s children will 
call us blessed. May God grant His benediction upon the 
ultimate event. 


Partners for Peace 
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DON’T know any subject that’s been more chewed 

over than the Marshall plan—unless it’s the new look 

in the distaff circle. That was a case of lowering the 
hemline. Today, I’m going to ask you to raise your sights 
on the Marshall plan. 

We need to take a new look at it. I’ve a thought or two 
about it which especially concerns us bankers. 

I am going to speak very frankly to you because I con- 
sider myself as one of you. I am a director of banks—both 
on the Pacific coast and here in the east—so I think I have 
a right to speak bluntly and frankly without the risk of 
being considered anti-banker or subversive. 

First of all, I want to make it transparently clear for 
the record that I’m for the Marshall plan. I don’t mean 
that I’m for every detail of the plan as it was sent up 
Pennsylvania avenue to Capitol Hill, but I do mean that 
I heartily endorse its broad purposes. 

Broadly, we look upon the Marshall plan as a proposi- 
tion of our government helping other governments in 16 
western European nations. Government-to-government aid 
is effective in a limited number of fields as nothing else can 
be. For instance—in the reconstruction and relocation of 
highways; in the rebuilding of power plants, water systems 
and ports. Those are all proper governmental functions. 

But that’s by no means the final answer to a healthy 
European recovery. We all want the Marshall plan to be 
a springboard for Europe instead of a wheel chair. We 
don’t want it to begin as a hand-out and run on from year 
to year as a dole. 

That’s what may happen unless we in private business 
in this country put some kindling wood in the hearth of 
private business over there. 

Manifestly, we've got to recognize that some of the major 
industries in Europe have been socialized. We can’t do 
anything about that. But there are thousands and thousands 
of small and medium-sized businesses unsocialized. They 
need us, and we need them. The more private businessmen 


there are in Europe, the more private businessmen there are 
apt to be here. 

So we can’t base our aid to Europe on ideology. We will 
find ourselves working with assorted brands of socialism, 
but we might as well face up to this fact: We've got to help 
Europe whether she is socialist or capitalist. I maintain 
that as we aid in the revival of unsocialized enterprises, 
there will be more and more of them rebuilt, reborn or 
come into being. 

My considered opinion is just this: Europe will stride 
forward again without a crutch only as private business in 
Europe revives. What is needed in Europe is to unleash 
the creative and imaginative talents of countless of thou- 
sands of entrepreneurs of the day and of tomorrow. 

And that’s where we come in, because it is primarily a 
banking job. 

It’s a job of money and credits and imagination and 
initiative. Aid from government to government, as I see it, 
is necessary, but it’s emergency pulmotor and transfusion 
stuff. I’m suggesting a job for us in the banking business 
as something on the level of a high velocity vitamin diet 
over a long period—for a brisk convalescence and a perma- 
nent recovery. 

So I ask this question: Why don’t the banks of America 
start lending money to sound business enterprises abroad ? 

I maintain it can be done. 

It can be done in many instances in conjunction with 
banks abroad which know the character, reputation and 
ability of the borrower. 


I want to propose tonight a program by which the Amer- 
ican banking profession can play a vastly vital part in Euro- 
pean recovery. 

I propose we take a new look at the Marshall plan in 
terms of injecting a maximum amount of private enterprise 


aid from America into the whole picture of helping Europe 
recover. 
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‘There’s a proviso in the Marshall plan before the Con- 
gress which needs a long, new look. 

In substance, it provides that the United States govern- 
ment—within certain limitations—will facilitate American 
production loans to private European enterprises. 

The idea is not revolutionary. It means simply using 
government machinery to facilitate private production loans 
as we did before in the days of war. There is good prece- 
dent for this kind of productive and profitable help to pri- 
vate business. And I lean on that word profitable delib- 
erately, because of course American investors must make a 
profit. Some people shy from the word profit like a colt 
from a fire engine, as if profits were shameful. I don’t. 
Private enterprise must have profits as the human system 
must have food. 

Look—during the war, we had a War Production Board. 
It passed on the worth of projects for war production by 
private businesses and then loans were made, either directly 
by the Reconstruction Finance Corporation or by private 
banks with RFC guarantee up to 90 per cent. The loss to 
the government was an amazingly small percentage—a frac- 
tional item. 

So—I'll give my proposal a name. 
Production Board. 

I propose the inclusion of a Peace Production Board 
within the framework of the Marshall plan. It would pass 
on the worth of projects for American investors acting in 
cooperation with European investors and entrepreneurs. 

As I envision it, the lending bank in America would take 
5 per cent of any loss. The borrowing bank or the inter- 
mediary bank abroad would take the other 5 per cent of loss 
in those cases where loss occurred. Our government would 
guarantee 90 per cent of the loan. 

1 venture to say that we would find that the total loss 
would be little, if any, greater than that under loans made 
for war production. 

Thousands of private enterprises in Europe, as I see it, 
are like healthy men who have been tied up hand and foot. 
What they need is a sharp knife in the hands of a friend. 
The friend is us, and the knife is our capital. 

Let me give you an illustration: 

Recently, there were available 10,000 tons of ingots in 
Austria. ‘The Fiat Motor Company of Italy wanted them 
to roll into sheets. A deal could have been made to finance 
those 10,000 tons of ingots, ship them to the Fiat Motor 
Company and have them rolled into sheets. 

The Italians would have kept half the steel for their own 
productive purposes. The remaining 5,000 tons would have 
been made into pipe with a ready market in the Arabian 
oil fields and a contract waiting from an American oil con- 
cern which wanted a pipe line. 

But there was no money available to finance this deal. 

As a result, there are fewer jobs in the Fiat Company 
than there might have been, because the ingots are not there 
to roll. There are fewer jobs in Italy because new Fiat 
jobs would have stimulated others. And the American oil 
company doesn’t have the pipe. 

We missed an opportunity not only to provide steel for 
American pipe lines, but we missed an opportunity to in- 
crease production where production is needed above every- 
thing else. 

And if we want to think of the ideological concept of 
our action—or lack of action—we missed an opportunity 
to give gainful employment and to put a new gag in the 
mouths of the clamoring communists. 

Could government to government do a job like this? Of 
course it couldn’t. Governments are too tangled in red 
tape, tied in knots by bureaucrats, even to see opportunities 


I’ll call it a Peace 


like this. We've been running to government ever since 
the drab days of the deep depression. And the more we 
run to government, the more we help to forge the tools 
of socialism. The more we as individuals can do, the more 
we will encourage and re-develop fresh initiative and pri- 
vate enterprise abroad. 

Don’t you see that a dozen Marshall plans without the 
aid of private businessmen will never solve the real prob- 
lem? 

Don’t you see that the only way to get free enterprise 
in Europe is to kindle it anew from over here? ‘That’s a 
job for the flint of American know-how and the steel of 
American determination. [ 

Happily, not every opportunity such as I have described 
has gone by the boards. Some have been snapped up. They 
encourage me to look to the future. I know of a case 
where American dollars are buying pulp in Sweden, which 
is shipped to France, converted to rayon and the rayon sold 
abroad—to everybody’s satisfaction. That is enterprise. 
That, gentlemen, is git-up-and-git. 

Multiply it ten thousand times over, and what have we? 

I say we've got a real European recovery program based 
on self-help; we’ve got a real promise of a peaceful, stable 
world, and we’ve got a new string to the bow of the Ameri- 
can economy. 

We bankers wring our hands in futile inaction because 
we say currencies are unstable, and how can we carry on 
trade without a stable exchange? I say that if we must 
wait for that before stimulating the flow of merchandise, 
then we must admit we are all through. 

After all, trade was invented before anybody heard the 
word money. 

What is exchange? It is simply an easy medium for the 
payment of goods. It is a convenience acquired through 
years of understanding and effort. But any commodity is 
good whether it is exchanged or not. That commodity can 
be exchanged for a commodity some place else if there are 
people around with the ingenuity to turn the trick. 

I call this idea of hooking up American capital and 
American know-how with European capital and European 
manpower—partnership capitalism. And it’s in partnership 
capitalism I place my greatest hope for world reconstruction 
and for lifting the living standards of people throughout 
the world. Partnership capitalism in the form of produc- 
tive loans is a far cry from old-time capitalistic adventuring 
abroad. That kind sought to exploit peoples and countries. 
It was killed off because it was an affront to natural laws 
and human rights. 

Partnership capitalism is just the opposite, and that’s why 
it will work. 

It recognizes natural laws and human rights. 

I see a chance for vital expansion of partnership capi- 
talism through a Peace Production Board. It is my opinion 
that through the plan we can create a climate for a steady 
growth of partnership capitalism. I think it is a chance for 
all of us in industry to be veritable paladins of American 
democracy and American free enterprise, exerting a leader- 
ship based on mutuality and reciprocity. 

This we know for a certainty: If we want partners in 
peace, we must build partners in prosperity. 

It will be just so much talk without action, so I sum- 
marize my proposal: 

1. A Peace Production Board within the framework of 
the Marshall plan. This Board would pass on worthy pri- 
vate investments abroad by American investors. The lend- 
ing bank in American would assume 5 per cent of any loss, 
and the borrowing bank another 5 per cent. The 90 per 
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cent remainder of the loan would be guaranteed by the gov- 
ernment as in the days of war production. 


2. The guaranteed loan proviso of the Marshall plan as 
it rests before Congress should be strengthened and broad- 
ened to include a Peace Production Board. The proviso 
is played down in the bill. It needs to be talked up. 

And let’s never forget this: Economic stability is a favor- 
able atmosphere for political stability. Our busy, hustling 
acquaintances behind the iron curtain know that, and they 
don’t like it. They won't like whatever we do about it. 

Every time the economic barometer in a western Euro- 
pean nation goes up, the fortunes of communism in that 
country go down. We've seen that happen. I saw it myself 
on a recent tour of Europe. 


Production—production which helps to get rid of despair 
and misery is the quickest way to get rid of communism. 
We don’t get rid of communism by chucking a few com- 
munists in a concentration camp. We get rid of it by mak- 
ing our system work better than theirs; by giving more 
things, more security and more freedoms to all people. If 
we perform, the beguiling promises of the communists won't 
win converts. 


But there’s this to be said for the communist. He gives 
more than lip service to his cause. From a capitalist’s point 
of view, he may be a crackpot, but he’s an energetic one. 
His trade is making capitalists unhappy, and he goes at it 
with the fire and zeal of a crusader. No sacrifice or in- 
convenience is too great for him when he’s bent on winning 
converts or sabotaging his enemies. 


We free enterprisers—all of us—have been too smug 
and too complacent in believing that we could have free 
enterprise in the world largely by talking about it. We've 
got to step out of our panelled offices and work up a sweat 
in a crusade for free enterprise and acquire some new cal- 
louses. We've got callouses, all right, but they’re in the 
wrong places. We need to have them where they show. 
Most people want to be free enterprisers. It’s human na- 
ture. But we've got to give them a helping hand. In doing 
it, we'll find we aren’t making any great personal sacrifices. 
We'll find it to be a good business risk. 





I would like to see every bank of every size in America 
with its foreign department eagerly seeking out men with 
initiative, resourcefulness and integrity to get Europe back 
in production. Free enterprise must sow its own seeds of 
its own kind. Just as American labor unions are trying to 
help labor re-establish free unions in Europe, American busi- 
ness must help European business regain its footing. The 
caravan of private trade in Europe is mired in the mud. 
What we need to do is to hitch on our draglines. 

We won't do it by just talking about it. Lip service 
doesn’t move pig iron. We don’t do it by sitting on our 
hands and sitting on our dough. 

The life blood of trade is credit and money. A restora- 
tion of private trade in Europe will be the breath of life 
to a continent in shambles. It will be an elixir for the 
spirit of man as well as for his body. 

We are about to embark on an entirely new type of world 
leadership. We embark on it reluctantly, but we have al- 
most unanimously made up our minds to exercise it the best 
we can and for the good of the world. 

We aren’t interested in conquest, in exploitation or in 
war. We are interested in peace and prosperity, and part- 
nership is the key word in this policy. 

This is the third great contribution of America to the 
betterment of the world. The first was the concept of the 
dignity of man as a citizen. We gave that idea political 
embodiment, writing his inalienable rights into a binding 
constitution with which law must conform. Then we gave 
the world the technique of mass production. We touched 
the machine with magic, and to the idea that man could 
have free will and free choice, we added the idea that man 
should have abundance with which to enjoy them. We 
proved it would work. 

The third great contribution is a corollary of the other 
two. In a foreign policy based on partnership, we recog- 
nize that political freedom and economic freedom cannot 
survive anywhere unless they have a chance everywhere. 

In pursuit of this adventure, we will export a thousand 
different things, but the biggest one of all is the idea and 
the ideal of partnership—a working partnership for peace 
and a prosperity in which all peoples are partners. 


The Future of Germany 


A GERMAN VIEWPOINT 


By DR. RUDOLF MUELLER, Former Chairman, Executive Committee for Economics of Bizonia 
Delivered at the New York Herald Tribune High School Forum, New York, March 6, 1948 


HE German situation and European economics and 

politics may seem remote to many of you. Others be- 

lieve that whatever has been done or is being done in 
Europe does not make much sense, while it causes a lot of 
trouble. You seem prepared to help, but are not convinced 
that this help will eventually remove the true causes of 
trouble. 

It is so easy to understand the American view—that of the 
owner of a comfortable home who does not quite understand 
the inhabitants of the overcrowded tenement that is Europe. 
European politicians seem to fight all day over petty 
points, and thereby create the most fundamental catastrophes 
of society. Then they ask for help from others. But they 
won't take advice from others. They always know better. 
This happens when people are limited to petty affairs and 
when they are too close to each other. 

World War II, and its after-effects brought these condi- 


tions to a head in Germany; Germany has become a land 
without privacy. Housing conditions are such that nobody 
is ever alone. Everybody is concerned with securing the 
most primitive necessities of life. 

Under such conditions few people can keep body and mind 
healthy. They lose the natural ability to run their common 
affairs, and they shun responsibility. 

The owner of the American comfortable home helped the 
European tenement twice in one generation. The first experi- 
ment failed. The European confusion only got greater. The 
second experiment is under way. 

What can prevent a second failure? Is it a question of 
material iuelp only? Or is there the further question of a 
revision of management in the economy and in politics? | 
think it is the latter, and I do think that there are good 
chances to improve management in Europe. 

We speak of this as an economic crisis, but it is really a 
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social crisis. We are at the brink of a new age which has put 
management of society to the test, a society completely upset 
by the industrial revolution and its political and social conse- 
quences. “—I'wo world wars have accelerated this. The test 
case is Europe, and within Europe, Germany presents the 
facts and experiences in a nutshell. 


THe LiperaAL REVOLUTION 


Exactly 100 years ago, continental Europe was carried 
away by the liberal revolution. It created an adventurous 
spirit among the people, a tremendous feeling of optimism, of 
a new freedom, of chances for the individual, of the vast 
opportunities of the rising technical age. 

At present many of the European people believe they have 
about reached the other end of the voyage they embarked 
upon 100 years ago. Mass optimism has given way to mass 
pessimism. Many don’t see the way out. They are con- 
vinced they see the dreary end of personal freedom and of a 
fair chance in life. They know from personal experience 
throughout all classes what that means. Civic responsibility 
and political evolution are extinct. They feel lost under a 
managerial system of state bureaucracy, regulating all and 
everything in life and politics. The most popular criticism 
you can make in Germany and elsewhere in Europe is that 
of bureaucracy, and yet few see a way out of it. 

Also, just 100 years ago “The Communist Manifesto” 
was issued. It was not widely known at that time. Now it 
has been realized in Russia. A large part of Germany is 
now under Russian rule, which is not so very different in 
methods from what people were used to under National 
Socialism. It promises regular work, regular food, and 
order, however limited. That attracts many. Maybe some of 
you know that Karl Marx was at one time the London 
correspondent of the New York Tribune. In 1853 he wrote 
a remarkable prophecy: ‘Will the byzantinism which is 
represented by Russia give way to Western civilization, or 
will it find the possibility one day to renew its dangerous 
influence with methods which are more terrible and more 
tvrannical than ever before?” 1 wish we could hear in this 
Forum his opinion of the effects of his teaching. 1 am afraid 
he would be a little confused. 


‘TRADITIONAL PRINCIPLES 


Political thinking in the European tenement, which has 
led to the managerial system in the Fascist and Communist 
form, was based on three traditional principles of European 
political thought. ‘They were: (1) To maintain internal 
discipline; (2) to provide for social security; (3) to provide 
for national safety, both military and economic. 

This is the line of thought of the man who does not feel 
that he can ever rely on his neighbor, and that he must strive 
for national independence rather than for inter-dependence 
between the nations. 

The result of this thinking in Germany led to tariff protec- 
tion and subsidies for agriculture and industries and to 
agreements throughout the business world to abolish com- 
petition. This resulted in a more-and-more detailed plan- 
ning of national industry by industry itself, working through 
business associations. 

The Nazi state made these agreements and organizations 
part of the state administration, closed the remaining gaps in 
the system, regulated prices and wages, outlawed labor con- 
flicts and put everybody to work. Everyone became part of 
the system. 


Basis oF War Drive 


As Germany was far too weak to be really self-supporting, 
the idea of expansion and preparedness for war became the 


dominant feature of the Nazi state, since it was unable to 
deal peaceably with other nations. 


The system promised economic and social safety to the 
people, and took away freedom and political development— 
to say the least. 

When the end came there was no German administration 
left at any level. Conditions were chaotic. Germany was 
divided into four parts, and other parts east and west were 
cut off. The Four Powers restored order according to their 
varying philosophies. De-Nazification decrees put millions 
out of work, at least temporarily. Economic unity through- 
out the four zones was not established for well known rea- 
sons. The administration of the German states, and, above 
that zonal unity were fairly well worked out after about one 
year. In October, 1946, Bizonia was created. In the other 
two zones, French and Russian military government still 
make almost all administrative decisions. The British and 
American military governments have given more responsi- 
bility to the German administration. But there is no clear 
division of authority as yet. Labor unions, political parties 
and the unrepresentative voting system of the former Ger- 
man Republic were re-established; government planning of 
industry was continued for peaceful aims and reparations. 


SITUATION AT PRESENT 


Now, after almost three years of continuous food imports, 
of hard work under almost impossible conditions, this is the 
situation: 

Very few homes have been rebuilt, but industrial produc- 
tion has reached about 40 per cent of the 1936 level. Money 
has lost its normal function. Barter trade, incentives in 
goods for labor and services and charity have become the 
normal tools of the economy. Planning and allecations are 
largely theoretical. It has been proved to the bone in Ger- 
many that planning of. industry can work under two condi- 
tions only: a very simple program, as in war time, and a 
dictatorial authority. 

The people sit back. They are interested in the half- 
democracy which they see. They detest party politics. The 
parties blame military government, and military government 
blames the German administration. But every one feels that 
indecision in the major policies are the true causes of all this. 
Many people believe that both military and German civil 
government fail to see and meet the realities of life, that 
they are illusionists, to say the best of it. Their criticism is 
quite realistic. They long to see order and conditions which 
make work pay. They are fed up with ideologies. The 
majority of the people who voted in western Germany voted 
against the parties who stand for the further socialization 
of industry. But the interest in voting at all is decreasing. 
Germans are still individualists; there is a great opportunity 
to turn their apathy into constructive interest. 


NEEDS OF THE Hour 


The fundamental requirements to achieve this and to avert 
further agony are the following: 

Financial reform to make money again the sole means of 
exchange. Revision of tax laws to allow for the rebuilding 
of private capital. 

Loan of consumer goods, mining machinery and some raw 
materials to get labor and the key industries truly going. 

Improvement of the food situation to enable people to 
work efficiently. 

Re-establishment of foreign trade under a private-enter- 
prise basis and international exchange. 
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Equal chances of employment for those who fall under the 
de-Nazification laws but are not criminals. 

Restriction of military government to controlling func- 
tions only, and delegation of undisputed responsibility to a 
German government. 

Serious efforts to bring about an interdependent European 
and world economy, resulting in gradual elimination of sub- 
sidies and protective tariffs throughout the economic area. 

Within such a plan, reconsideration of German repara- 
tions. 

Restoration of private enterprise in all business that has to 
compete with other business, at home or abroad. 

Politically, geographically and industrially, Germany is 
the cornerstone of Europe. European peace is conditioned on 
peace in Germany. Political peace depends on economic 
health. Economic health implies power. The whole of the 
problem is the control or counterbalance of such power. 

After World War I the victors permitted only a limited 
amount of economic health in Germany. Reparations could 
be met only with American help. The democratic govern- 
ment of Germany before Hitler may not have been very 
capable, but it is only fair to say that it did not have much of 
a chance. 

After World War II the victors have followed the same 
pattern, so far. But it is already recognized by responsible 
people on both sides that it will fail again if there is no 
drastic change. 


Another Kind 


BRITAIN WILL HELP 


CHaArtTs Economic PATH 


There is no agreement possible in the clash of ideologies. 
It is better to give up criticizing other ideologies and to make 
one’s own a practical and vigorous proposition. 

The economy must solve the political problem. Good 
living conditions make it unnecessary to resort to dangerous 
political patent medicine. The economy of as many nations 
as possible must be interrelated. Therewith the mere thought 
of any one nation able to exist without co-operation with 
other nations will be abolished. We abolish war only if we 
succeed in abolishing national self-sufficiency. 

There are two stars on the horizon, the Marshall plan 
and the Free Trade Charter which is now being discussed 
by U. N. I see no other light. The Marshall plan is heartily 
welcomed by all in Europe who are free to say what they 
think. I may add that the deepest gratitude is felt through- 
out Germany by the millions who literally live now on 
American charity. They are only too anxious to get back on 
their own feet and show that they can do something beyond 
caring for themselves. 

As for the Free Trade Charter, I can speak for liberal 
Germany only and for rising liberal thought in Europe. I 
think that the Marshall plan, without the free trade prin- 
ciple, will not remove the true causes of the world-wide 
social crisis. 

For Germany this is the situation: If the pumps are primed 
and the brakes are released, we can make the machine run. 
But the car will reach its destination only if it can run on 
international roads and under international traffic laws. 


of Democracy 


DEFEND DEMOCRACY 


By FRANK OWEN, Editor-in-Chief, London Daily Mail, London, England 
Delivered at the New York Herald Tribune High School Forum, New York, March 6, 1948 


N the British House of Commons we have an old custom 
—and I think—a good one. It is this. Whenever a 
member wishes to take part in a debate he is expected to 

declare his own personal interest in the matter, especially if 
it should be a money matter. Then the rest of the House 
knows exactly where he stands, and can decide why. 

Now the New York Herald Tribune has been kind enough 
to ask me to speak on the subject of “Another Kind of De- 
mocracy.” ‘That is, a different kind from your own—the 
kind which we are trying not without pain (1 was about to 
say labor) to work out in Britain. I think it right that you 
should know from the start just where I stand on this ques- 
tion. 

The Daily Mail is an independent newspaper. It belongs 
to no party. But in general it takes the conservative view 
of life—except when the Conservatives are in office, when we 
find it necessary to stir em up a bit and maybe prod ’em 
along a bit! I have no party myself, | am just one more 
liberal, which is not quite what you may mean by that word. 
If I were a citizen of the United States, I guess I would be 
somewhere between the Republicans and the Democrats—if 
I could find out where either of those two parties were! 
Meantime I must confess that I get along very well with 
Americans. I have to. | married one. 

Now in Britain, as you know, we have a Labor govern- 
ment, and we on The Daily Mail are fairly critical of it. 
We think that Mr. Attlee and Mr. Ernest Bevin, and even 
Sir Stafford Cripps, make a number of mistakes. We do our 
best to point them out. We believe that we could have a 


better govetnment—but I have certainly known worse ones. 
1 am sure of this—that we have a patriotic and an honest 
government. 

But | am bound to tell you that there is one thing about 
our government which is not quite truthful. They call them- 
selves Socialists, and they are not that—at least most of 
them aren’t! They may think they are bold Socialists but I 
hope I shall satisfy you at any rate that they are really only 
fairly mild reformers. What is Socialism—or anyway what 
is the Socialist creed? The Karl Marx bible says it is the 
nationalization of the means of production, distribution and 
exchange. But Mr. Herbert Morrison, who is the party boss 
of the British Labor movement, told us only the other day 
(I think he was trying to get a few votes, mind you, but if 
so he was simply saying the things that he thought would 
collect them!) that the Labor government proposed to leave 
80% of the trade of the country in the hands of free enter- 
prise. My arithmetic says that this means the Labor govern- 
ment stands for 20% of nationalization. That amount doesn’t 
really terrify me. Especially as every measure will be thor- 
oughly debated and discussed in a free press and at open 
public meetings and will be modified by a House of Com- 
mons freely elected and a House of Lords which often 
shows more real practical sense. 


DeFINes Democracy 


Perhaps it is difficult to define democracy. But it is like 
the giraffe. you can’t mistake it when you see it. I find these 
marks. There are some indelible ones. They are the right 
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of every citizen to be free to think, free to speak, and free 
to act subject only to laws which the common interest of 
all requires. You would find them in Britain. Come over 
and see us sometime. You might find it interesting. 

Frankly you would not find it easy. The bill has come 
in for six years of war, Indeed we are paying off on two 
world wars. We were in both of them from the first day 
to the last. They have cost us our patrimony, the accumu- 
lated wealth of centuries, those overseas investments which 
in the old days bridged the gap between our imports and 
our exports. That golden bridge has gone now. Well, we 
have got to fill up the gap or fall into it. We are trying 
hard to fill it up. Don’t believe the story that the British 
workman in 1948 is lying down on the job. Output in the 
sritish factories and foundries is 18 to 20% higher than it 
was before the war. In those far-off comfortable days we 
vyrew at home only one-third of what we ate. This year 
we shall grow half. Our island is built on coal, and for 
many years we handled that basic resource less wisely than 
you did with your own coal. The bill for that neglect has 
also come in. But our coal output now is gradually but 
steadily moving upward. So is steel. 

Last year the man at the forges broke every production 
record. ‘True, we shall have to do better if we are going 
to win our battle of recovery. We shall do that, too. Mean- 
time we are sincerely grateful to America for the Marshall 
Plan. It will help us over that slim gap. That great project 
ot the Marshall Plan is a Bailey Bridge of Peace to get us 
over a river if ever there was one. 

Now you will realize that in a situation like this it is 
necessary to retain many governmental controls. ‘They are 
often severe and always vexatious. We had to put up with 
them in the time of war. So did you. There is no fun in 
Britain today in the rationing of food and clothes; about 
one suit a year it works out at, though you do get a shirt, 
too. ‘There isn’t much fun in the restriction of newsprint. 
We on The Daily Mail, for instance, are down to four 
pages a dav; how would you like that on the Herald Trib- 
‘There is no fun at all in the total prohibition of pri- 
vate motoring. 

We kick against these things, of course, especially against 
the way they are sometimes done. But we obey the law. 
We do it because we all realize that these disagreeable 
measures are necessary. Indeed some harder ones may be 
on the way. I read somewhere the other day how the May- 
flawer Company, coming to this country to escape an op- 
pressive regime in England, made a compact, as they said, 
“to submit only to such government as they by common 
consent agree to make.” ‘That's how most of us still feel 
in England. We would like as little government as pos- 
sible. That is the attitude at any rate of The Daily Mail. 

How much government do we have to have in our democ- 
racy and of what kind? You may be surprised to hear that 
there is a broad field of agreement in England with much 
that has been done. Take the nationalization of the mines. 
‘That was advocated as long as thirty years ago by Lord 
Northcliffe, the man who started The Daily Mail. It 
has been in the program of both the Liberal party and the 
Labor parties for most of the intervening time. It is now 
in the program of the Conservative party. At any rate in 
the sense that they have pledged themselves not to de-na- 
tionalize the mines should they be returned to power. Cer- 
tainly the old owners don’t want them back. They were 
' paid a nice four hundred million pounds for their property. 


une? 


RAILROAD NATIONALIZATION 


Take the nationalization of the British railways. They 
have been to a large extent under public control ever since 


that day, again thirty years ago, when a very well known 
figure proposed it. Shall I surprise you with his name? 
It is Mr. Winston Churchill. So you see there is not very 
much difference between us all in Britain on these issues of 
coal and the railways, though in the matter of nationalizing 
road transport there is a very clear and sharp divergence. 

Now let us take the nationalization of the Bank of Eng- 
land. The relationship between the Bank and the Treasury 
has been so close ever since the first World War that no- 
body (including the Chancellor of the Exchequer) was quite 
sure whether the Bank was running the Treasury or the 
Treasury was running the Bank. There were no public 
demonstrations in the City of London by infuriated chair- 
men of banks when the Labor government decided in 1945 
to nationalize their business. Indeed, I am told there was 
even some little private celebration. 

Shall | go on? It seems to me that I am making out too 
good a case for our beloved government. Well, I will 
go on! 

The Labor government plans now to nationalize both 
the electricity and the gas undertakings. There is still con- 
siderable argument going on about that, but then there al- 
ways has been ever since the late Mr. Joe Chamberlain, who 
sat in Mr. Gladstone’s Cabinet, proposed to do something 
of the sort in 1880. 


When you come to deal with steel you come to a genuine 
and deep cleavage in British political opinion. But I must 
let you into a secret here—the biggest cleavage on the. na- 
tionalization of steel is the one inside the Labor govern- 
ment. The shrewdest of ’em are against it! 


Opinion ApouTt RuSSIA 


To give you an accurate picture of our country I must 
say that there is also a cleavage of opinion about Russia. 
But here again the cleavage is within the Labor party. The 
Tories and the Liberals are solid on this issue. Now I am 
one of the people who during the war campaigned for aid 
to Russia with all the energy and imagination that we were 
able to command in the newspaper which I was then run- 
ning—it was in the early days of the war, and its owner 
was the conservative Lord Beaverbrook. I thought it nec- 
essary, and so did he, that we should support the Russian 
armies to the limit by sending them tanks, guns and air- 
planes. I am not sure that history will show me right—or 
anybody else that held that view at that time—but I think 
it will. I do not forget the words of Churchill, who is cer- 
tainly no fellow-traveler: ‘““The Russian armies tore the guts 
out of the Wehrmacht.” 

I sincerely believe that the menace which we had to beat 
down then was more formidable than the one we have to 
contend with today. I do not myself hold that war with 
Russia tomorrow is either necessary or inevitable. It seems 
to me, and here again this idea appears to be the central 
doctrine of our Labor government in England—that if we 
can by stripping off our coats and using our heads to cre- 
ate in western Europe a higher standard of living than can 
exist in Communist-dominated eastern Europe we can find 
the true answer to all that is required. 

In America I have observed that you have a real fear of 
Russian military aggression. We do not share that opinion 
in England, although we are sharply aware of its possibili- 
ties. We take the view there that the Russians are not 
only unwilling to fight, but incapable of fighting, a major 
war within the next five years. The physical devastation 
of the Russian lands was so frightful that they could not 
sustain vast armies in the field. Nevertheless, as the rape 
of Czechoslovakia shows, the Russians, like the Nazis, aim 








Willard L. Thorp 


335 





to take the fruits of war without the risks of war as long 
as they are allowed to get away with it. 

Against that threat we have to build an effective military 
barrier and we are hoping to do exactly that with the United 
States. But while we in Britain discount the Russian mili- 
tary power we are very conscious of the Russian political 
infiltration power. They prey upon food shortages, industrial 
dislocation and every kind of social disorder. Here is the 
most powerful and intelligent fifth column in the world. 
Surely our tactic is to combat this threat by raising in Britain 
and western Europe—and they are the same things—a so- 
cial bulwark as strong as that military front. That is the 
entire significance of the Marshall Plan. 

It won’t be easy to do. It calls for generosity and real 
imagination on your part, discipline and appreciation on 
ours—and a clear idea as to what it is all about. It will 
call for a tremendous unity of ideas and people. 

In fact, the social program of which I have told you is 
going forward in England today. 

I think it was your Mr. Wallace who said that this was 
going to be the Century of the Common man. No, Mr. 


Wallace, this has got to be the Century of the uncommon 
man. Certainly we have to be inspired with democratic 
ideals that made this country great and is going to make 
it greater. This people, to be great, have got to be free. 
So have we. If we are not so, then we are nothing. 

The other day I read a paragraph in the newspapers by 
Mr. Hoover, who was almost as often wrong as Mr. Wal- 
lace, in which he said that America must not expect to find 
allies outside her own country. That isn’t true. I thought 
of how twice in my own life millions of Americans had 
come to help us. I wondered how any great American— 
and Hoover is one—can say that and believe it. I think we 
are something. I think that in the future of the world we 
have—a future. Then I remembered another saying by an- 
other American—who one day will have equal stature with 
Mr. Hoover in the politics of this country. His name was 
General Eisenhower and he said this, “It was the British 
who really gave democracy to the English-speaking world.” 

If this was true, and I humbly believe it to be true, don’t 
you great Americans believe that we are going to defend 
the thing we helped to make? 
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distributing millions of words about the European 

Recovery Program. This is part of the privilege, and 
perhaps the penalty, of living in a democracy. I assume that 
you have already been exposed to much of this bombardment, 
so I shall not follow the line of least resistance and give 
an exposition of the details of the proposal or a general 
appeal on its behalf. Instead, I intend to discuss certain 
specific concepts about the program which appear to be of 
importance to some of those who have joined the public 
debate: In other words, I shall assume that the argument 
and reply have been made, and that I can proceed directly 
with the rebuttal. 


Item 1: The They-Don’t-W ant-T 0-W ork Fallacy. There 
are those who appear to believe that the chief trouble in 
Europe is that the population is unwilling to work—that 
the low levels of production are the result of a great Conti- 
nental sit-down strike. But the record shows quite the 
contrary. 

To be sure, individual shirkers can be found, as they can 
be in any country. And there have been serious strikes, par- 
ticularly in France and Italy, clearly intended to discour- 
age American aid to Europe. And there has been low pro- 
ductivity in many industries, caused partly by breakdowns 
of deteriorated machinery, partly by interruptions in the 
flow of raw materials and fuel, partly by the general dis- 
organization of economic processes, and partly by absentee- 
ism. Instances of the latter kind are to be expected wherever 
there is a shortage of so-called incentive goods, where 
there is little confidence in currency and few goods in the 
market-place. It is perhaps worthy of note that hours of 
work in Europe are generally longer than before the war. 

But, in spite of all these difficulties, the record of pro- 
duction is really remarkable. It shows that an amazing 
recovery was made by these countries during 1946 and early 
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1947. Using index numbers of industrial production, with 
1937=100, Belgium advanced from 60 in January, 1946 
to 88 in April, 1947; France from 60 to 102; Netherlands 
from 64 to 96 last July; and the American zone in Ger- 
many from 26 to 52 by July, 1947. Other countries fol- 
lowed a similar pattern. Coal production both in the United 
Kingdom and the Ruhr has been steadily reaching higher 
and higher levels in recent months. In fact, British coal 
production is now at the highest level in many years. The 
first week in January saw the first shipload of British coal 
leave for France since 1940. 

But if this record is not sufficiently convincing, the em- 
phasis on production in the Report of the Committee on 
European Economic Cooperation, the product of the Paris 
meeting of the sixteen nations, and the character of the 
production targets which were fixed by them should clinch 
the point. The report clearly projects a maximum effort by 
the countries involved. In fact, they have pledged them- 
selves to use all their efforts to develop national production 
to achieve ambitious targets, set to provide the basis for a 
sound and workable European economy. The problem is, 
therefore, not whether the Europeans want to work, but 
whether they will have the necessities for work, particularly 
food, coal and raw materials. ; 

Item 2. The Why-Raise-Them-So-Far Fallacy. 1 have 
heard the European Recovery Program described as an 
effort to create the American standard of living in Europe. 
It would be a good trick if it could be done, but this pro- 
gram will fall far below that result. As a matter of fact, 
it doesn’t even attempt to create what has been established 
in the past as a European standard of living. 

The goal is economic recovery, which means a healthy, 
going economy with adequate prospects of European self- 
support by the end of the four and a quarter year period. 
Even with the full success of the program, European 
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standards of living seem fairly certain to be below those 
of 1938. The per capita food availability will be below 
1938, housing will certainly be less adequate, and textiles 
will be required in large quantities for export programs. 
Thus the three chief elements in the standard of living 
will not be plentiful. 

Actually, the first summation of the national programs 
in Paris yielded a requirement of $29 billions for four 
vears. They themselves reduced the statement of their 
needs to $22 billions. The executive agencies of our gov- 
ernment, having reviewed the program as far as possible 
in the light of the justifications of the needs and the sup- 
ply availabilities in the U. S. and other potential supply- 
ing countries, reduced the figure still further to $17 bil- 
lions, an even greater reduction than appears because this 
figure is based on higher assumed prices and a slightly 
longer period. ‘The immediate appropriation request, as 
you know, is for the first fifteen months, and is $6.8 bil- 
lions. However, in order to get the complete picture, to 
this should be added the Army’s request for an appropria- 
tion of $822 millions for Germany, an appropriation en- 
titled, “Government and relief in Occupied Areas.” In- 
cidentally, this figure includes the part of the costs which 
we have undertaken in the British zone as well as our own. 

I think some of those who advance the Why-Raise- 
‘Them-So-Far argument have been looking at the produc- 
tion targets and have not realized the fact that it will 
be necessary ‘to increase European production much more 
than it will be possible to increase the standard of liv- 
ing. In the first place, standard of living is a per capita 
concept, while production is a summation concept. In 
spite of the War, the population in Western Europe has 
increased by 28 millions since 1938, partly due to immi- 
vration from Eastern Europe. An increase of more than 
ten per cent in production is needed to maintain a con- 
stant living standard. In the second place, Western 
Europe must face a reduction of its income on_ invisible 
account, chiefly from investments abroad and shipping, of 
approximately $2 billions per year. This income used to 
be available to pay for imports. Obviously, it cannot be 
re-established and this new deficit must be met by in- 
creased production for export, which of course increases 
production but not domestic consumption. In the short 
run, the balance is made additionally difficult by the fact 
that the prices of products which Europe buys have risen 
more than those which it sells, and by the reduction in 
the volume of supplies available from southeast Asia and 
eastern Europe. 

It is worthy of note that three different American 
groups have examined the problem of Europe's needs. The 
Harriman Committee presented a range—the bottom fig- 
ure being very close to the estimate of the Executive Agen- 
cies, while Mr. McCloy recently testified that the experts 
of the International Bank for Reconstruction and Develop- 
ment felt that the figure proposed is “not an extravagant 
fivure’ but “rather, that it is a tight fit.” Certainly, no 
one can plan a recovery exactly, but there is danger in cut- 
ting it too close. 

Lack of incentive is a significant element in the picture 
and there is a limit to achieving recovery through austerity. 
It is worthy of note that our own living standard is today 
at a new high level, while every European country is far 
below its pre-war level. Just how rapidly the Europeans’ 
standard of living can increase over the next four years ts 
difficult to forecast. “The Committee on European Economic 
Cooperation program would have brought it back nearly to 
1938, but the limited availabilities of some commodities in 


short supply do not permit the full acceptance of that pro- 
gram. Therefore, while it is clear that there will be a sharp 
recovery from the much lower present level, Europe’s stand- 
ard of living will probably still be appreciably below that 
of 1938, even at the end of the four year period. There 


is therefore little substance to the charge that the goals 
are too high. 


Item 3: The Chronic-Dependent Fallacy. There are 
those who fear that additional assistance from the United 
States at this time will create a state of mind in Western 
Europe of reliance on the United States Treasury as a 
permanent source of aid and support. 

Such a proposition is of course directly contradictory to 
the fact that this is a European recovery program and that 
one characteristic of recovery is a condition in which out- 
side assistance is no longer needed. The whole basis of the 
work of the sixteen nations at Paris was to set up a pro- 
gram aimed at this objective of ending their dependence 
on outside help. Furthermore, the calculations of the ex- 
ecutive agencies call for diminishing assistance each year. 

The new thing which has been added in this program is 
this very fact that its purpose is to put an end to the post- 
war state of affairs in which Europe is unable to finance 
her necessary imports. This means, of course, that the as- 
sistance recommended is substantially greater than that 
which would be required to provide minimum rations of 
food and fuel for those countries which have exhausted 
their reserves of foreign exchange. And the commitments 
of the European countries are not that they will maintain 
their present levels but that they will move ahead with all 
vigor towards economic independence. 

It would be untrue to argue that American assistance, 
past and proposed, was not of vital importance to the 
European economy. Nevertheless, this fact must not be 
allowed to obscure the more fundamental proposition that 
economic progress in Europe depends primarily upon the 
Europeans themselves. Recovery must be their project, 
and our position one of providing friendly aid. The full 
amount of aid proposed is probably less than 5 percent of 
their aggregated national incomes in the first year, and a 
decreasing percentage in each later year. In other words, 
95 percent and more of their economic activity represents 
their own efforts. 

Even the total imports required by Western Europe 
from all sources will scarcely amount to 15 percent of the 
national income of the area, and it is estimated that the 
Europeans will be able to pay for about two-thirds of these 
imports during the next 4 years through their own efforts. 
Thus the standard of living and the rate of economic de- 
velopment in Europe depend overwhelmingly upon Euro- 
pean production and resources. 

At the moment, the difference between the 95 percent 
and 100 percent is of critical importance for it represents 
in large part certain essential commodities without which 
the whole cannot function. The deficit in their foreign 
purchasing power with respect to the Western Hemisphere 
is what we are asked to meet, in connection with a 
program deliberately designed to reduce the deficit to 
manageable terms in a four-year period. If the funds ap- 
propriated are so limited that this becomes not a recovery 
but a relief program, then there will be a danger of chronic 
dependency. The recovery program as outlined by the 
European countries themselves, and the United States as- 
sistance proposed by the Executive Branch of this govern- 
ment, has self-support as its target. 

Item 4: The Operation Rathole Fallacy. Here the argu- 
ment is that our dollars and commodities which have gone 
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to Europe have been wasted, that there has been no visible 
result, so why should we extend the process. 

Government assistance ‘in the form of grants and loans 
to Western Europe has exceeded $10 billions. It is absurd 
to charge this off as total loss. Millions of persons are 
alive and in reasonably good health today who would other- 
wise have died of starvation and disease. The shattered 
ports, railroads, canals, highways, bridges and public-utility 
systems are operating again. Agricultural output has risen 
substantially, except as affected by the unfortunately ad- 
verse weather conditions. Industrial production in the lib- 
erated areas has been brought close to pre-war levels. 

In this process of initial recovery, American aid played 
a vital part. With the exception of the UNRRA programs 
which were, of course, handled by an international agency, 
all our assistance in the form of grants has been most care- 
fully screened in Washington and carried out under care- 
full observation by American representatives abroad. 

But this aid has clearly not been enough. It developed 
that the dislocations and disruptions of the European econ- 
omy were too great to be overcome in two and one-half 
years. And it also became clear that more was needed than 
an approach country by country. Each European country 
was handicapped in its own development by uncertainty as 
to the program of its neighbors. 

As a result of the suggestion by Secretary Marshall and 
the discussions at the Paris meeting, the sixteen countries 
have undertaken a series of mutual undertakings—to in- 
crease production, to take measures to achieve financial 
stability and so-called honest currencies, and to eliminate 
arbitrary barriers to trade. They undertake to cooperate 
with each other towards each of these goals. 

Already, there are clear indications that these are not 
merely goals on paper. In the production field, the records 
for coal are a clear indication of the recognition of the 
priority which it deserves. In the financial field, the brave 
and bold steps taken by Italy and France deserve recog- 
nition. Furthermore, a direct product of the Paris meet- 
ing is an international clearing scheme which is now in 
operation, using the Bank of International Settlement as 
its center of operation. Similarly, in the trade field, the 
Belgium - Netherland - Luxembourg Customs Union has 
been initiated and there are conversations looking towards 
a Scandinavian customs union, while France and Italy, as 
well as Greece and Turkey, are conducting bilateral dis- 
cussions on this subject. The spirit of joint and cooperative 
effort is in the air. 

The program calls for a continuing organization of the 
participating countries which will review the progress of 
the program so far as the individual countries are con- 
cerned, and provide a focal point for the development of 
programs of joint action wherever possible. The undertak- 
ings of the various countries will be enforced by a multi- 
lateral agreement among themselves, and a series of bi- 
lateral agreements with the United States. 

Of course, no program of United States assistance can 
assure European recovery. It can do no more than provide 
the promise of recovery. There are many risks, some of 
which are not calculable. However, this is a program to 
deal with the essential requirements for recovery in the 
three basic fields of production, finance, and trade. It seems 
already to have provided a degree of hope and confidence 
in Western Europe. The irrefutable statistics disprove the 
O peration-Rathole concept for the past. There is no basis 
for giving credence to that concept for the future. 

There are two lesser variants of the Operation-Rathole 
concept which call for discussion, because both arise from 


misconceptions. The first is, Why should countries like 
Switzerland, Portugal, and Sweden be included in our 
assistance program? Here, it is important to remember 
that this is a European Recovery Program—not the sum 
of a series of separate national programs. The sixteen 
countries met in Paris because European recovery was in 
the interest of all of them. Switzerland has no trade 
deficit with the Western Hemisphere and needs no part of 
the $6.8 billions. In the tentative estimates, none is allo- 
cated to her. But Switzerland is vitally concerned with 
the recovery of Europe and is an important member of 
the Committee on European Economic Cooperation. As- 
sistance which is given to France or Italy will not be with- 
out its indirect benefit to Switzerland and other countries. 
The actual assistance, as finally extended by the Adminis- 
trator, will be based upon careful studies of the require- 
ments of the different countries, and the resources other- 
wise available to them. 


One other misconception is that this sum is to be handed 
out entirely as a gift to Western Europe. As a matter of 
fact, it is proposed that assistance under the program be 
partly in the form of grants and partly in the form of 
loans. The transfer problem makes such a distinction 
necessary. In some cases, the payment of amortization and 
interest in the future would seriously aggravate the prob- 
lem which the program is intended to solve, that of abil- 
ity to finance necessary imports. But there are clearly cer- 
tain countries whose future prospective balance of pay- 
ments should permit them to undertake repayment. The 
only possible approach to the problem is the realistic one— 
that aid shall take the form of loans when there is a rea- 
sonable prospect of an ability to repay, and that otherwise, 
the assistance must take the form of grants. This is a de- 
cision which cannot be readily made in advance. In the 
proposed legislation, it is provided that it be made by the 
Administrator in consultation with the National Advisory 
Council on International Monetary and Financial Prob- 
lems, an agency of which the Secretary of the Treasury is 
chairman, and in which the State and Commerce Depart- 
ments, the Board of Governors of the Federal Reserve 
system, and the Export-Import Bank have membership. 
Such an approach means that we will try not to create 
those unhappy situations involving impractical international 
obligations but nevertheless will arrange for repayment 
whenever there is reasonable indication of a capacity to 
pay. 

In addition, I should also mention that the proposed 
legislation contains certain provisions to facilitate the ob- 
taining by the U. S. of commodities for stockpiling purposes. 
It also provides machinery for substituting American pri- 
vate investment in Western Europe where possible in place 
of the related operation in the program. All these provi- 
sions have the possibility of reducing still further the likeli- 
hood that we are embarking on an Operation-Rathole. 


Item 5: The Why-Only-Us Fallacy. After all, say the 
proponents of this question, there are other countries out- 
side Western Europe which were not devastated by the War. 
Shouldn’t they carry their share? 

In the first place, it should be clearly understood that the 
United States cannot carry the commodity requirement of 
Western Europe alone in the future any more than it has 
in the past. For the first fifteen months about 38 percent 
of the estimated commodity requirements would come from 
the United States and 64 percent from the Western Hemi- 
sphere as a whole. In the last year of the program, the 
U. S. share would be approximately 30 percent of a smaller 
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total, while the figure for the entire Western Hemisphere 
would be 58 percent. 

However, the problem involves not merely the capacity 
of other countries physically to supply commodities, but also 
their financial ability to give grants or extend credit to 
cover the deficit of the recovery period. The fact that we 
are by far the wealthiest country in the world has tended 
to dwarf the extent to which other countries have also pro- 
vided assistance. We provided 72 percent of the UNRRA 
budget, and other countries the remaining 28 percent. Prob- 
ably Canada, on a relative capacity basis, has given more 
foreign aid than we have, and Argentina, Australia, South 
Atrica and many others have extended credit or made grants 
to the less fortunate countries in Western Europe. 

In developing the present program, the Committee on 
European Economic Cooperation did not ask the United 
States to concern itself with the deficit other than with the 
Western Hemisphere. The estimated deficit of $811 mil- 
lions for the first 15 months with other parts of the world, 
except that of the Bizonal area in Germany, remains a 
problem for them to deal with directly. 

As to the Western Hemisphere, the fifteen months deficit 
outside the United States is $3,315 millions. This is largely 
with Argentina, Brazil, Canada, Chile, Cuba and Uruguay. 
It has not been possible, under the present state of the pro- 
gram, to explore the possibilities with these countries, but 
an examination of past experience and projected balances 
of payments seems to indicate that they can carry some 
$700 millions of the deficit themselves. 

In addition, allowances have been made for the exten- 
sion of credits by the International Bank, further advances 
by the Export-Import Bank from funds already allocated, 
and by private capital movements. If all these sources 
which I have described are summed up, they represent some 
$2 billions of assistance other than the United States Treas- 
ury participation. 

‘The commodities available from the other Western Hem- 
isphere countries are among those in shortest supply in the 
United States, and it is clearly in the interest of the United 
States that movement of these commodities to Europe be 
increased to the maximum. These other countries can make 
their contributions through such measures as grants, credits, 
or indirectly through price reductions. However, in many 
cases, these countries also suffer from balance-of-payments 
deficit with the United States, and are approaching the 
margin of safety in their gold and dollar reserves. There- 
tore the direct contribution which they can make is lim- 
ited. But it is there, and the estimate of United States 
‘Treasury cost has been arrived at only after making most 
careful estimates of assistance which can reasonably be ex- 
pected to be forthcoming from other sources. Why-Only- 
U's therefore is a question resting on a completely false 
premise. 

Item 6: The America-Can't-A fford-It or Our-Economy- 
Can't-Take-It Fallacy. There are those who feel that our 
strength is being dissipated by foreign programs and that 
above all we must keep this country strong. This is an 
important point and deserves serious consideration. 

I could reply by the old debating technique of quoting 
authorities, since the Krug Committee within the govern- 
ment and the Harriman Committee of distinguished public 
citizens have both considered the problem and concluded 
that the program is not a serious threat to our economy. 
| could remind you that the exports in the first year of the 
program will be slightly below those of last year and will 
diminish each year. I could argue that the amount involved 
is only about 3 percent of our national income, or I could 


compare our war costs which reached $80 billions per year 
with the highest yearly expenditure for European assistance 
of less than $5 billions. Certainly when viewed in totals, 
the program seems well within our powers of absorption. 

However, the fact that it is concentrated on certain 
commodities has disturbed some individuals who would not 
otherwise criticize the total. Unfortunately, most such 
analyses have been based upon the Paris Report rather than 
the screened program prepared by the United States execu- 
tive agencies. Of course, concrete commodity programs can 
be evolved only on a current basis, and the estimates which 
have been made have been for the purpose of determining 
the order of magnitude of the problem, rather than estab- 
lishing an exact pattern for the Administrator to follow. 
However, committees of technical experts have studied the 
requirements and availabilities, both in terms of commodi- 
ties and country programs. For a number of items, such 
as grain, fats and oils, petroleum and scrap, adequate sup- 
plies will not be available to meet all the import require- 
ments as prepared by the sixteen nations. And, at various 
points, their own programs of production have appeared 
to be too ambitious; at others, not ambitious enough. 

As to wheat, exports to the participating countries for 
the current year is in excess of 300 million bushels. The 
assumed figure for the next crop year, 1948-49, is set at 
205 million bushels. In the last year, it is expected to 
be reduced to 155 million bushels. Our wheat crop is 
running regularly well over 1 billion bushels, so the pro- 
portion over the period to Western Europe is less than 
20 percent. Bread grain consumption pre-war in Western 
Europe averaged 187 kilograms per capita per year. In 
the last year of the program, it is estimated to be 178 
kilograms. Of course, there would be considerable varia- 
tion from the average in the different countries. No meat 
from the United States, except for a small amount of 
horsemeat, is included in the program. 

As to nitrogen fertilizer, no increase is anticipated over 
the current rate of export from the United States of 70,- 
000 tons annually. The request for agricultural machin- 
ery including tractors, has been cut approximately in half, 
both because of the intensive demand on the part of Ameri- 
can farmers and the inappropriate character of much of 
our machinery for the smaller farms in Europe. 

The case of steel is particularly important. As ad- 
vanced an industrial area as Western Europe uses a large 
tonnage of steel for its current consumption. Reconstruc- 
tion and rehabilitation require large quantities of steel 
products. Furthermore, Europe must have steel to con- 
struct the equipment needed for expansion, nearly all of 
which it proposes to construct itself. 

In view of the steel-supply situation in the United 
States, no shipments of scrap from the United States have 
been included, and shipments of crude and semi-finished 
steel have been reduced in spite of their urgent require- 
ment. This has been offset in part by scheduling shipments 
of finished steel at slightly above the current rate. It is 
dificult to make an exact comparison, but reduced to ingot 
equivalent, the export of steel and steel fabricated prod- 
ucts is roughly estimated to be about 4 million tons in the 
first year, which may be compared with total United 
States production of about 85 million net tons. Thus, the 
proportion is in the neighborhood of 5 percent. 

‘Two other items have received special mention from 
time to time—freight cars and electrical equipment. Rail 
transport is one of the critical bottlenecks in Europe. 
‘There has been a considerable percentage of exports of 
freight cars up to last mid-summer. These exports did 
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not compete with a domestic demand, but served to keep 
our manufacturers occupied until our own railroads put 
aside their worries about financial difficulties and uncer- 


tainty of the future and decided to place orders. The 
Paris Report included an estimated import requirement 
of 103,000 freight cars, with 47,000 in the first year. 
However, in the judgment of the Executive agencies, re- 
pair and production programs in Europe should be able 
to meet the main requirements, so no provision has been 
made other than 20,000 cars in the first year and 6,000 
in the second. Our capacity to produce is in excess of 
120,000 cars per year. 

As to electrical capacity, one of the most ambitious ele- 
ments in the sixteen nation program was the increase of 
generating capacity by 25 million kilowatts, which is two- 
thirds above pre-war. As a matter of fact, their program 
proposed that petroleum and hydroelectric power provide 
a much larger share than pre-war of the total energy sup- 
plied. There is no doubt about the need for a major ex- 
pansion of hydroelectric power, but to accomplish such a 
substantial increase in four years seemed to the Executive 
agencies to be beyond the possibility of achievement. Prob- 
ably the actual result of reprogramming will not be its 
elimination, but that this particular program will be 
stretched over a somewhat longer period. 

The participating countries have their own capacity for 
producing the equipment necessary for the generation and 
transmission of power. The program as they envisage it, 
would cost them about $5 billions. It will require some 
non-electrical items from us, such as machine tools, pipes 
and tubes, boiler drums and the like. However, the actual 
requirement for what might be called “electrical goods” 
is estimated at $80 millions, of which $69 millions will 
presumably be spent during the four-year period, and only 
$12.5 millions during the first fifteen months. If they carry 
out their power program, it will be a heavy burden on 
them, but hardly on the. United States. 

But there are others who are concerned less with our 
capacity to produce, than with the relationship of the Euro- 
pean Recovery Program to inflation. Inflation is a most 
complicated subject, and I can make only a few remarks 
on the specific relationships here involved. It is not ex- 
clusively an American problem. The program will help 
to combat inflation in Europe, of course, by sopping up 
excess purchasing power there and by increasing the vol- 
ume of goods produced for consumption. On the finan- 
cial side, the undertakings directed towards budget-bal- 
ancing and currency stabilization are of major importance. 
Over time, greater European production will reduce pres- 
sures on world markets and may actually prove to have a 
deflationary effect. But even in the immediate future, no 
general inflationary effect in this country need be expected 
from this program. There will be additional pressure on 
a few commodities in short supply. But no proposal has 
been made to increase purchasing power in general by giv- 
ing European dollars to spend in competition with Ameri- 
can dollars. The budget proposals of both parties antici- 
pate government revenues equal to or in excess of total 
governmental expenditures, including whatever appropria- 
tions there may be for this program. And so long as this 
program is covered by taxes, it amounts to a shift of pur- 
chasing power from one group to another, not an increase 
in the total amount of purchasing power pressing on the 
markets. 

It has interested me that some individuals who attack 
the European Recovery Plan as inflationary seem also to 
urge that it be cut out of the Federal budget in order to 








permit a tax reduction. These are two arguments which 
can hardly exist side by side. The pressure on the markets 
will be as disturbing whether they come from purchases 
for foreign account or from purchases for domestic account 
financed by tax-reduction funds. 

We are proud of our economy. It is by far the greatest 
workshop in the world. Our standard of living is above 
that of any other nation. We have expanded while other 
countries have suftered the contractions caused by War. 
It seems to me most extraordinary for us, after the great 
effort and accomplishment of the War, to have so little 
confidence in our capacity or our economy. I, therefore, 
reject the dmerica-Can’t-Afford-It concept, as an attempt 
to sell America short. 

Item 7: The You - Shouldn't - Concentrate - on - Europe 
Fallacy. There are those who are concerned over other 
parts of the globe, or who feel that Europe holds less prom- 
ise than the under-developed areas. As a matter of fact, 
the title “European Recovery Plan” is somewhat of a mis- 
nomer. ‘There is no way in which Europe can be sepa- 
rated from the rest of the world. Recovery there is certain 
to mean economic improvement elsewhere. 

Many countries have traditionally’ supplied the Euro- 
pean market with raw materials and other commodities. 
This trade has been maintained since the War in large 
part through the use by the European countries of much 
of their remaining assets and through the acceptance by the 
supplying countries of non-convertible currency or the ex- 
tension of credits or grants. For countries which used to 
have a triangular pattern of trade, these procedures have 
failed to give them dollars with which to purchase in the 
American market and they have had to use their own re- 
sources for this purpose. Western Europe used to account 
for nearly one-half of the world’s imports and forty percent 
of the exports. Its failure to act in its pre-war capacity has 
upset trade channels everywhere. 

So far as the Western Hemisphere is concerned, the effect 
of the European Recovery Program will be direct, through 
the purchase of commodities there for shipment to Europe. 
The immediate economic problem of our northern and 
southern neighbors is that of finding a market. But pro- 
curement under the plan will create the same condition as 
though the market were re-established; and the recovery 
of Europe will provide them once again with a permanent 
market for their raw materials. 

It is true that many parts of the world today are eager 
to raise their standard of living. There is a great demand 
in the under-developed areas for industrialization and di- 
versification. These are long-run objectives. They will re- 
quire equipment and technical assistance. The recovery of 
Europe, the second greatest workshop in the world, will in 
turn make it possible for the under-developed areas to move 
upward towards their great objectives. The European Re- 
covery Program therefore is a key part in the greater ob- 
jective of improved economic conditions throughout the 
world. 

Item 8. The Isolationist Fallacy, or Why Should We 
Bother? Here is the heart of the basic policy issue. Should 
the United States concern itself with European recovery or 
not? This could be an entire speech in itself, but it seems 
hardly necessary in this audience. The latest poll of busi- 
ness executive opinion, taken by Fortune, included the ques- 
tion, “Are you for or against the Marshall Plan as you 
understand it?” Seventy percent were for, 19 percent 
against, and 11 percent with no opinion. This is a signifi- 
cantly high percentage of agreement for the top man in the 
business community. 
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One can approach this issue from the humanitarian side. 
After all, we grew stronger during the War, our production 
is at record levels, our standard of living is unequalled. 
Western Europe was devastated. Its social, economic and 
political institutions were shaken. It is trying hard to re- 
cover, but needs help. Americans have a reputation for 
generosity. After giving so much aid since the end of the 
War, it would hardly be in keeping with our traditions and 
beliefs to withdraw the helping hand at this time. Secre- 
tary Marshall spoke of “friendly aid” and I hope we have 
not lost that. virtue from our composite national character. 

One can approach the question from the economic side. 
There can be no doubt that a collapse of Europe would 
have repercussions all around the world, and would disrupt 
all of our normal international economic relationships. First 
to suffer, of course, would be our exporters. But they 
cannot be segregated from our general economic life. If the 
cotton farmer loses his foreign market, all those who sell 
commodities to him will feel the blow. The starting point 
may be the exporting group, but prosperity as well as de- 
pression tends to be indivisible. 

Actually, the new postwar economic world will have a 
somewhat different pattern from the prewar world. If we 
could make the incredible assumption that the only variables 
in the situation were economic, and then we should shut off 
our assistance, there would be a serious collapse in other 
countries. We would then have to make our own readjust- 
ments to an extremely low level of trade, which might 
gradually and slowly build up again over time. The alter- 
native, under the Recovery Program is to have a gradual 
readjustment without the intermediate collapse. From the 
point of view of economic waste and disorganization, there 
can be little choice between the two courses. When one 
adds the non-economic factors, the future trade pattern—if 
there were an immediate collapse in Europe—is most ob- 
scure, but we can be sure that we would not like it. Sud- 
den major economic changes are always costly. 


From the social and political point of view, the degree 
of economic health will have a major bearing on the extent 
to which the traditional patterns of democratic life and 
parliamentary procedure will be maintained in the European 
community. It is a community with roots like our own. It 
is under tremendous strain and attack. Hungry people and 
masses of unemployed cannot be expected to maintain social 
discipline and order. If we care for these things—freedom 
of speech, individual opportunity and initiative, respect for 
property, and above all the dignity and rights of the indi- 
vidual—we must help those people and their institutions to 
survive who understand and appreciate them. We owe our 
own heritage in this area in large part to Western Europe. 
It is a tremendous debt which we now have the opportunity 
to repay at least in part. 

And finally, we must look at the alternative. Choices 
should never rest on seeing only one side of the coin. Sec- 
retary Marshall summarized it in eight words, “The pro- 
gram is an economy, not an expense.” Who can calculate 
to the full the cost for us of a disorganized and disturbed 
Europe? It is a risk without limit and the costs to all of us 
would be much more than those which would then appear 
in the Federal budget and more painfully in our communi- 
cations to the Collector of Internal Revenue. 

No one can guarantee the success of the program. It will 
need to be changed and modified if and when the Admin- 
istrator moves ahead with his great task. It will require 
great wisdom and competence in carrying it out, to make 
sure that the courses followed are those with the best chance 
of success. But European recovery can be accomplished. It 
requires basically the determination to achieve that objec- 
tive on the part of the Europeans themselves, and the 
friendly and helpful assistance from the Western Hemi- 
sphere. We are proud of our part in winning the war. I 
hope we feel the same way about our share in building peace 
and prosperity. 


Colleges for Freedom 
TEACH THE TRUTHS THAT MAKE US FREE 
By MOST REVEREND JOHN K. MUSSIO, Bishop of Steubenville, Ohio 


Delivered at the annual meeting of the Association of 


THANK you for giving me this great privilege of 

addressing your esteemed Association. And I am like- 

wise grateful to the Ordinary of this Archiepiscopal See 
for his graciousness in welcoming me to Cincinnati for this 
occasion. My limitations are such that | should surely have 
hesitated in accepting this most important assignment had not 
another consideration presented itself. 1 chose to accept 
because | wanted to show you how deeply we all appreciate 
the honest endeavors being made by your Association towards 
a better development of our youth. 

The schools, today, especially the liberal arts institutions, 
have had thrust upon them a responsibility which in ordinary 
times should rest elsewhere. But these are not ordinary 
times. As a result of causes too numerous to mention here, 
the college is reaching our young people in numbers far 
exceeding anything recorded until now. In very many cases, 
the young student is placing himself entirely under the direc- 
tion of his teachers, pinning his hopes for the future on his 
college training. Many of these young people have broken 


American Colleges, Cincinnati, Ohio, January 12, 1948 


family ties, have slipped away from religious influences, giv- 
ing to the school the added responsibility of preserving for 
them their Christian heritage and culture. The student ex- 
pects from modern education the services of the parent and 
of the minister of God. He demands from the school that 
completeness which his nature -requires. On his part he is 
viving to his books, to his professors, and to the courses 
offered a seriousness, an application, a maturity which per- 
haps is exceptional in the history of the general student body 
of a college. If, then, spiritual values have that important 
place in the life of man which is attributed to them by most 
of our real leaders, the schools have an opportunity and an 
obligation, because of their unique influence on the modern 
student, to help in the development of this spiritual structure 
in man. For this reason, I, together with your eminent 
speaker of the evening, Dr. Sockman, look upon this as a 
blessed opportunity to join with men of good will everywhere 
in preparing for the future a basis of real faith and hope. 
Not long ago, I saw a motion picture study of carrier 
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pigeons. These pigeons had been transported from their 
original base to this distant point from which they were to 
be released for the home flight. You could not fail to notice 
the nervous expectancy of the birds. Their bodies were 
pressed against the front of the little cages, their wings spas- 
modic with flutterings. Every time the keeper would ap- 
proach the cages, the birds would grow quiet in tenseness. I 
began to feel within me that same strain of waiting. But 
then the time of liberation did come. Open went the little 
gates and for a moment the landscape was clouded by the 
outrushing of these pigeons. Up high into the air they flew, 
momentarily they stopped as though poised for action, and 
then, in swift, sure movement, they set their flight for home. 
At the same moment I felt within myself an easing of a 
tension that had been mine watching the plight of the im- 
prisoned birds. But now they were free, free to go home. 
I really felt good. And, moreover, I realized with even 
greater force than before how miserable would be my plight 
were I imprisoned within these walls of mortal flesh with 
no hand to open the little gate that would send me winging 
my flight home. 


In quite recent times we have all, I am certain, been pro- 
foundly shocked by the suicide of many quite prominent per- 
sons. Many were university trained, most of them well 
provided with the goods of this world. They had, moreover, 
attained each in his own field an enviable position. Some had 
distinguished themselves in the educational field, others in 
government, still others in the fields of finance and manage- 
ment. To all worldly standards, they were successful men. 
But then, suddenly, in the height of their success, they chose 
to die rather than live. Investigation could show no reason 
for the choice. Apparently, there were no family difficulties, 
the financial condition was sound, in fact, there was nothing 
to indicate a reason to bring about such a violent end. So, 
as usual, we read the stock forms—worry, sickness, strain. 
But 1 wonder. I wonder if for them there was found no 
hand to open the little gate to freedom. 

We must remember that man, left to himself, is a lonely 
little creature. In all the universe, he is the one who has 
not his completion here. ‘The inferior creatures are moved 
by a superior, they have their definite work, a goal. And in 
achieving the end to which they are ordered, they themselves 
are destroyed. But they are, if 1 may so use the word, 
satisfied. ‘Their work is done and the doing of that work 
has kept them engrossed. Man alone has no superior in the 
universe. He is, as he has been called, a “lonely sovereign.” 
He is at the top and quite often this pinnacle is a very empty, 
desolate place. If man is to discover his end, his real work, 
his purpose, he must look to God. But, in contrast to all 
other creatures of the universe, man in achieving his end is 
not destroyed but perfected. Once, however, God is elim- 
inated from the plan, then truly man is alone, with no place 
to go, nothing worthwhile to do, his wings are shackled and 
the thoughts of his spirit made a mockery. Without God 
man is imprisoned within himself and he soon finds this 
imprisonment intolerable. 

Little more than seven years ago, on January 6, 1941, the 
late President Roosevelt, in his Message to the 77th Con- 
gress on the State of the Union, spoke of freedom in terms 
which the world shall remember as the “four freedoms.” 
At the same time, the President voiced his hope for a world 
in the future founded on a “moral order,” an order under 
the guidance of God. Were we not a bit shocked to think 
that we had to form a new order, a moral order, when we 
thought we had been living in the best possible world! 
But World War I and World War II, and the rumors of a 
World War III, brought the truth crashing about us. We 


had failed in preserving that great order based upon the four 
freedoms. What went wrong? Why should that for which 
the great mass of people truly hunger be so far removed from 
them? Had they been misled by their leaders? Or had 
they taken for granted these truths, thus weakening their 
resistance to error, softening their defenses against the in- 
roads of totalitarianism, binding them to the warnings of a 
few awakened leaders who could see the dangerous implica- 
tions of this complacency. At any rate, here was a generation 
of men, university graduates, men trained in the best our 
culture and civilization could offer, who had to be urged to 
form a new order, a moral order based on the four essential 
freedoms. How else could this appeal be interpreted, save as 
a rebuke to all who had made any contribution whatsoever 
to the formation of the generation. And 
ringing challenge. 

The challenge was accepted. UNESCO, the United 
Nations Educational, Scientific and Cultural Organization, 
was the education world’s response to this challenge. The 
four freedoms were translated into educational terms in the 
UNESCO Charter. In this Charter we read: 


The governments of the States, parties to this Consti- 
tution, on behalf of their people declare: that the wide 
diffusion of culture, and the education of humanity for 
justice and liberty and peace, are indispensable to the dig- 
nity of man and constitute a sacred duty which all the 
nations must fulfill in a spirit of mutual assistance and 
concern. 


it was, also, a 


After this declaration of high principle, the Charter declared 
further: 


. . the States, parties to this Constitution, believe in full 
and equal opportunities for education of all, in the unre- 
stricted pursuit of objective truth. 


With the enunciation of these high aims and purposes, with 
the statement of our championing as a nation the four 
freedoms, the heart of a weary, discouraged world was really 
lifted up. And especially in our own country were these 
pronouncements met with something more than a passing 
interest, for the words, “Freedom,” ‘‘Moral Order,” “Edu- 
cation for Justice,” “Unrestricted pursuit of objective truth,” 
struck a chord deep within the make-up of man. This pro- 
gram had to succeed. Otherwise, only despair would be the 
heritage of the offspring of tomorrow. 

And yet today, all of these high-sounding words of the 
four freedoms and the UNESCO Charter have a hollow 
ring. Perhaps a few wanted to scuttle the whole plan in 
order that they might profit by the ensuing confusion and 
despair to set up their own little dictatorship. But I do 
believe that the great majority of men were truly interested, 
sincerely wanted to establish this new order. Where, then, 
did they fail? Why are so many today becoming cynical 
to the very idea of putting into practice the high principles 
enunciated not so long ago? Quite evidently everyone con- 
cerned has made mistakes of commission and omission. On 
the part of educators, perhaps, the fault lies in that they have 
failed to think through the real meaning of freedom and its 
implications for education. And, without a clear and true 
understanding of these salient points, there can be no real 
start towards the formation of this new order. Real freedom 
must release man from his prison by showing him the divine 
love beyond the last curve of space. If it turns out in prac- 


tice that what was called freedom is but another bar put 
against the prison door then anger, resentment, confusion, 
and final despair will mark the citizen of today. 

I feel acutely my limitations, my inability to place before 
you forcibly and adequately the great solution of our problem 
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which we must accept. My prayer is that God will supply 
where I fai! and that you who are so well-disposed, and like- 
wise skilled in the educational process, will receive the grace 
wiven you to understand and then to carry out fearlessly the 
program of real freedom. 

Now, first of all, the truth about man is the key to real 
The Scriptures tell us: 


You shall know the Truth and the Truth shall make 
you free, 


treedom. 


Many, with Pilate, ask, “What is the truth?” and then 
walk away, afraid to hear the answer. But, unlike Pilate, 
the sincere man must seek a clear understanding of this truth 
of man. Truth is not something that changes with each new 
tashion of thought; it is not a handmaid to statescraft, nor 
Rather, 


does it dance to the tune of man’s changing fancy. 
For the truth of a 
Everything has its 


it is as basic and immutable as God. 
He made all things for 


thing is simply that thing as God sees it. 
place in the plan of the Creator. 
His divine purpose and nothing that was made did not have 
its blueprint. And so, everything that God freely created 
was fashioned on the model of the divine ideas, the eternal 
blueprint. Truth is but the adequate correspondence of 
things with God’s plan. And the truth which results from 
human knowledge is but a reflection of the truth manifest 
hy God in His works. We may say, then, that: 
Truth resides, in the first place, in the Divine Intelli- 
rence, which eternally conceives the Idea of His works. 
It belongs, in the second place, to things in so far as they 
are realized in conformity with their eternal archetypal 
ideas. And finally, it passes from things into human 
knowledge as soon as‘the mind represents to itself things 
as they are. 


Now what is the truth of man? You do not truly know 
what anything is until you know what it is for. Complete 
knowledge demands a knowledge of purpose. And the per- 
tect way to know the purpose of anything is to find out from 
its maker. “The Creator has manifested His eternal wisdom 
to man in two wavs. First, He has done so through the 
works of creation, which truth man can know by use of 
reason. ‘This is the way of philosophy. Secondly, He does 
this through divine revelation, especially through Jesus Christ. 
And this is the way of theology. And so, a partial knowl- 
edge of the truths of revelation can be known by human 
reason, but a more extensive and intimate knowledge is 
gained by faith in the authority of God’s truth. It is, then, 
through philosophy and theology that we know the truth of 
man, that we can see the divine blueprint of man. And what 
a sublime truth it is. God created man to know, love and 
serve Him in earthly life and to be happy with Him in the 
next. ‘This man is composed of body and soul joined in a 
substantial union. Man is governed by the natural law 
which obliges him, as well as all other created beings, to act 
according to his essential nature. Man is endowed by his 
Creator with an intellect by which he can know the truth 
and a free will by which he can embrace and follow it. Man 
is responsible for his conduct in regard to his God, his neigh- 
bor and himself. He must conform his conduct to the 
eternal norms of the moral law which exists outside of him 
and is obligatory on him. It is unchanging and hence not 
affected by social changes of any sort. Now, as we have 
said before, God gave man the power to learn certain of these 
truths in the natural order; and God has revealed to man 
certain other truths in the supernatural order, which truths, 
unless divinely revealed, would be unknown to man. These 
truths are not found in the fields of science, sociology, eco- 
nomics, nor in any of the false materialistic philosophies 


rampant today. hey are found in the truths of real philos- 
ophy and divine revelation. 

This then is man, a creature made by God and made for 
God. And what is more, God created man to His own 
image and likeness. The highest faculties of man are geared 
only to God. The intellect has as its proper object the 
Truth, which is God; the will has for its proper object the 
Good, which is God. Nothing else can satisfy, nothing else 
can give completion. This is home for man—this union with 
God. Made for God, everything within man is straining for 
God, nothing is provided in the higher faculties of man 
which will be satisfied with anything less than contemplating 
the Infinite and possessing the Divine. Man’s peace can 
come only when everything within himself is working har- 
moniously according to that order and purpose set up in him 
by his Maker. 

It seems fairly reasonable, then, to say that man wants 
nothing more than to be able to act in agreement with his 
nature. He wants to reach beatitude, to rest in the posses- 
sion of the True Good. This is the freedom he wants. 
Freedom for man means the power to work in conformity 
with his God-given nature. It means a moral power, 2 
power of choosing. In a physical way a man is free to 
choose evil, that is, what is against his nature. A man can 
damn himself, choose what really separates him from his last 
end, his God. But then, he does not act as a man but as a 
fool, unreasonably. The will is not morally free, for man 
is responsible for his conduct. Freedom, then, means the 
ability to do what one ought to do, to do what is right, just, 
lawful, and to avoid what is evil. It is unhampered action 
according to the divine blueprint. In his book, “Tradition 
and Progress,” Hoffman writes: 


Freedom is a subjective conception. It designates 2 
consciousness in us of what we are, an inner illumination 
of our nature whereby we know ourselves as moral agents, 
able to discern right and wrong, and to exercise the power 
of moral choice . . . freedom can be had only by men who 
know what kind of creatures God fashioned them to be. 


In the very closing line of this quotation, we catch a glimmer 
of that Truth which shall make us free. Freedom represents 
the perfection of our nature and hence will have no part of 
anarchy. To say that because we are free we can do any- 
thing we please is to misunderstand freedom and to practice 
its abuse. Freedom is directed in application by moral and 
religious principles, it has a moral foundation, It is founded 
on eternal truths. A truly free man exercises his power in 
conformity to the natural law which is God’s imprint on 
human nature. “The light of Thy countenance, O Lord, is 
signed upon us” (Ps. IV, 7). Freedom, consequently, de- 
pends on obedience to law and can exist only within the law. 
Pope Leo XIII taught that: 


Nothing more foolish can be uttered or conceived than 
the notion that because man is free by nature, he is there- 
fore exempt from law. Were this the case it would fol- 
low that to become free we must be deprived of reason ; 
whereas the truth is that we are bound to submit to law 
precisely because we are free by our very nature. 


From this, we see how intimately freedom is joined to God’s. 
will in man’s behalf. For man must attain his destined end 
under the authority of law or he will fail. How are you 
free to go home until you know what home is and where? 
Man's spiritual eyes, then, were made to look beyond the 
world’s limits. There is no resting place in the created 
world for the soul of man. Nothing here can really satisfy 
his hunger. And so it is that if we are to realize the fullness 
of our calling, “our actions, all of them, must be steeped in 











John K. Mussio 


343 





divine truth, dyed with the divinity which is their end; other- 
wise they are diastrously against all we are living for.” It 
really is not so difficult to realize the hopeless condition of a 
soul made for the fullness of union with God when that soul 
is confined, through a false philosophy, within the limits of 


material horizons. Father Walter Farrell, O.P., has deftly 
drawn the picture of such a man: 


This is the hopeless man whose desires are limited to a 
few hours, a few months, a few years, to the things he can 
see and touch, to narrow limits of natural life, of personal 
accomplishments, of human faith, of the security to be had 
in this present world. This is the hopeless man whose love 
has been limited as has his desire. It is the love of a 
machine, of an animal, or at best, the love of a man. At 
its best, it is doomed to frustration from the very start; it 
grows in perfection only to lose the things it loved; it 
stops at the walls of the world, shrinks in horror from 
sickness, brings up short before the barrier of death. It is 
the love of the slave; the love of the hour that dare not 
look ahead because of what the future holds for it. The 
heart has no place to go, yet it was made to go to sublime 
places, even into the hearts of other men and women, even 
into the heart of God. But now without hope, it is 
chained down. 


And this is exactly what modern philosophies which pander 
to materialism in one form or another are doing to man. 
For when they confine his mind and heart within the limits 
of the tangible, or bind them by things that can be demon- 
strated, or even worse, by things which are purely fictitious, 
then we have real slavery. And this slavery leads to despair. 
For what is there left for a man when they have chained his 
heart, and destroyed his hope? He was made for distant 
horizons. If he who was made for God is forced within the 
straitjacket of the material universe, then there is a disordina- 
tion which results in a slavery unholy to look upon. Such a 
man may be at liberty to go from place to place in this world, 
he can travel and see many things, he can exult in his demo- 
cratic way of life and fondle his liberty and freedom; he can 
build up a great reputation by his prowess in the physical 
sciences. But his heart is in bondage, and when he looks at 
the end of it all, he knows he has been but fooling himself. 
For the frankness of death makes foolish things look foolish. 

What, then, will free a man, what will open the little 
gate and give flight to his soul? The answer is supernatural 
faith. For a man by himself is a prisoner of his own nature. 
His nature cannot surpass the powers of nature. Only some- 
one above nature can give us the freedom of eternity, only 
through God’s eyes can we pierce the darkness before us. 
And God does this for us through the virtue of faith. 

Faith points out to man his distant home. How can we 
travel the road without knowing the destination? And 
when, through faith, we learn that the end of the road is 
the very essence of God, then we can better understand how 
the soul is freed to wing its flight far past the last bastions 
of this universe. As it has been so beautifully expressed: 
“By faith man’s mind walks into the limitlessness of God.” 
Faith lets us see what we ourselves could not see, it is like a 
flashlight which suddenly shows the path, the open door, the 
loved one waiting. 

Now we do not accept this faith just because we want 
something to ease the hurt of our coafinement. For this 
would be just an opiate which, wearing off, would leave us 
in a worse condition than before. We accept the supernat- 
ural truth on the authority of God who is Truth itself. 
Submitting to such an authority is not an, insult to our 
own dignity, but rather a guarantee that trusting ourselves 
to God, we shall not stumble and fall. In faith, then, lies 








our salvation. We must humble ourselves, to reach our full 
stature as men, accept the truth because God says it is so, 
and treasure that Truth with our very lives. For this faith 
is our life. 

There are some, however, who cannot bring themselves 
to take God’s hand and be directed. To them, freedom is 
ridding themselves of God. First of all, consider Hegel's 
idea of freedom. He gave inspiration to a type of freedom 
which was brought to zhe peak of expression by Hitler. It 
simply meant the freedom of a man to do what the State 
told him to do, to talk as the State ordered him to talk, to 
think as the State manufactured his ideas. It is the kind 
of freedom a man might have after resigning himself to 
chains. Hegel didn’t like the idea of man being led by 
God to life; he preferred man’s march to death in the State. 
Here is the core of the error in this system—the State is 
made the god of man, it is the final end of man’s striving, it 
is the norm of right and wrong, the ultimate of fulfillment. 
And so, in this system we cannot see beyond ourselves, or 
beyond the race or nation. We become bound by the shackles 
of selfishness. Our hearts are caged, our wings clipped, and 
we must try to satisfy the deep urge of our nature by click- 
ing our heels in obedience to some puff of dust who repre- 
sents a link in the chain which enslaves us. This is not 
freedom, thank God. 

And then there is another type of freedom given consid- 
eration in our times. We might call it “classical.” The 
core of this theory is expressed by Dr. Hutchins of the 
University of Chicago in the words: 


To be free, a man must understand the tradition in 
which he lives. A great book is one which yields up 
through the liberal arts a clear and important under- 
standing of our tradition .. . it follows that if we wish 
to educate our students for freedom, we must educate 
them in the liberal arts and in the great books. 


I think Mr. Denton Geyer, in his article “Three Types of 
Education for Freedom,” has put his finger on the weak 
point of this theory. He says: 


. we ask how the good, by which the human mind is 
to be both enslaved and freed, is to be ascertained. We 
know the good and the valuable, say some of the classi- 
cists, by intuition; we know it, says Mr. Hutchins, by 
reading the great books. The fact that one of the great- 
est books on his list, the Bible, has been so variously un- 
derstood by its readers as to produce dozens of religious 
sects, does not seem to trouble him. 


The fault here lies in a reliance on the unaided power of 
man to sift out the secrets of God. Rather than grasp the 
hand reaching down from above to lift us to the knowledge 
of divine things, this system would have us pile book on 
book in an attempt to increase our stature so that we might 
peek over the parapet of Heaven. Unaided, we might be 
able to glean some inspirational thought from the books, but 
the certainty and strength that will batter down the walls 
of death will not be there. We must hear the secret from 
the lips of God. 

There is another type of freedom proposed by Mr. John 
Dewey. Now, if experimentalism, which is considered syn- 
onymous with his philosophy, is at the basis of his ideas of 
freedom, then I say the whole thing is a delusion. For, as 
I understand experimentalism, man is nothing more than a 
highly developed organism, differing from the lower ani- 
mals in degree but not in kind. He possesses no spiritual 
origin or principle of life, is a product of evolving matter 
and has no fixed end. In fact, Mr. Dewey denies both the 
existence of God and of the moral law. This then, is not 
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freedom but slavery, a slavery that ties man to the pillar of 
the universe, entombs him in the dark depths of the mate- 
rial, crushes his spirit, binds his wings, and mocks at his 
aspirations to widen his horizon and feed the hunger of his 
soul for Truth, and Beauty, and Goodness. Such liberty is 
a hallucination, a trap, a cruel joke on man. We have suf- 
fered enough from this Circe enchantment. 


Real freedom is predicated on the words: “You shall 
know the truth.” How is this knowledge to be had? Well, 
certainly someone must help. The student will need one 
wiser and older to help him. The young person’s intellect 
and will, the highest powers of his rational nature, need 
enlightenment, discipline and guidance. This can be given 
only by right education, which is vivified by a right philoso- 
phy. Cardinal Newman, in his “Idea of a University,” 
wrote: 


A liberal education teaches one to see things as they 
are. 
Myr. Edward Fitzpatrick puts this nicely in the words: 
. this human being, being sensitive on many sides to 


the complex modern world, will have the capacity to view 
things sub specie aeternitatis. 


Mr. Welton, in his work, “What Do We Mean by Edu- 
cation?” follows this thought in the words: 


If the pursuit of any subject strengthens the higher 
spiritual elements in any person, that subject is a factor 
in his liberal education; if it fails to do so it is not liberal, 
whether it be utilitarian or not... . 


If, then, a liberal education is to develop the student so 
that he will “see things as they are,” will view them “sub 
specie aeternitatis,” will be strengthened “in his higher spir- 
itual elements,” we can realize something of the high pur- 
pose of formal education. One thing is certain, education 
must get back to fundamentals, it must begin with God, 
treat of man’s relation to God, order man’s life in God. I 
heartily agree with Dr. Hutchins when he says that the 
basic function of the universities is candid and intrepid 
thinking about fundamental issues. And what is this but 
saying that the purpose of formal education is to fit the 
individual for social and vocational competence here on 
earth and assist him to attain his ultimate end? Carrying 
out this idea, Mr. Howard Mumford Jones writes: 


. and until we demand of the college of arts that it 
shall offer, in the largest and best sense of the word, 
philosophy, we shall not cure our confusion as to the place 
ot the humanities in education. 


Now this must be a true philosophy for there is only one 
source of truth, God. 


With Father Bernardt, we say that: 


full, complete, true education faces the facts of super- 
natural religion, It is safe when it bases its philosophy 
upon an acceptance of Original Sin, a remembrance of 
sanctifying grace. It sees man as individual, as social, as 
4 unit member of a unit family, as a unit citizen of a 
unit state, as a unit member of a unit Mystical Body of 
Christ. 


Or, we can say with Father Fenn that any educational 
theory which claims that man is self-sufficient to attain his 
ultimate perfection, that human nature has within it the 
seeds of its own perfection which need but be “drawn out” 
by conducive environment and the proper educative process, 
is to the Christian educator sheer nonsense. Philosophy and 
theology give us that truth which makes us free. If there 





is to be freedom through education, then our education 
must be in that truth. 


Not so long ago, a man speaking to me mentioned that 
when he was a sophomore in college he was agnostic, as 
most sophomores are, he added. Now I know in my own 
little circle five young men who entered the university with 
a lively faith and before they were half finished their course 
had lost every vestige of that faith. And the tragic part 
of the entire affair is this—the young men, one after the 
other, told me that they were unhappy, discontented, that 
they knew their condition was not as they wanted it, but 
they could do nothing about it. And, as I looked at them, 
I remembered the lines: 


When you have seen the light of that goal die out of the 
face of a man, when you have seen him surrender hope 
of choosing a path to somewhere, and of stepping along 
that path, when you have seen the death of hope, you 
have seen the death of a man and the birth of a slave. 


This is not the story of every college, but certainly is the 
story of those colleges where God is excluded, where a 
materialistic philosophy, is taught, where men are trained 
solely for world service. And it is not at all difficult for 
me to understand how this comes about in schools which do 
not give man a knowledge of the basic truths of his being. 
I am convinced that the college can give no real service 
to the student unless philosophy and theology are the key- 
stone subjects of the curriculum. Then it is that the clas- 
sic and professional subjects will be properly interpreted by 
these speculative sciences. How else can our young men 
be prepared for their responsibilities as free men and free 
women in a democratic society? If we are truly Christian, 
let us be consistent. Nothing has meaning, neither free- 
dom nor education, without a true understanding of man 
in relation to God. All educators of worth in a Christian 
sense seem to see the need for a knowledge of fundamentals, 
for a seeing of things as they are, but something drastically 
practical has yet to be done. So, I tell you this,—put philoso- 
phy and theology in the course of studies. Let God teach 
all of us the truths that make us free. It may take courage 
to do this but it takes courage to be a Christian, a friend 
of Christ. How else can you really love your neighbor, 
how else can you really serve your God save by performing 
your duty in such a way that His eternal Plan will be 
worked out in those under your charge? Certainly, many 
of our colleges have tried every possible theory and have 
failed. Why not try this way, why not give it at least the 
same opportunity given to all those fuzzy systems which 
have played such havoc with the spirit of men? Is it so 
terrible to let God enter into the universities, is it so hard 
to let Truth have its day, is it so difficult to let Christ teach 
from your professional desk? I know the vast majority of 
you are God-fearing, that all of you are seriously concerned 
with the right performance of your high office, that you 
wish nothing more than that the youth under your care be 
moral, religious, free for happiness. Then free yourselves. 
Don’t be hounded by these materialistic philosophies of edu- 
cation based upon materialistic philosophies of life. Drive 
them out and supplant them with a living thing. Bring 
basic, fundamental truth into the curriculum through philos- 
ophy and theology. Free yourself through a firm belief in 
the practical worth of the Truth of God. “Where the spirit 
of the Lord is, there -is liberty.” Make that Truth work 
in the schools; with the humility of a child of God, set 
things in order in your own house. Then you will see those 
under your care going out into the world with a sure step, 
you will notice the betterment of relations between men, 
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you will sense a new spirit on the face of the earth, for these 
graduates will find a real contentment in life, patience in 
adversity, strength in weakness, a deep consciousness of the 
sacredness of the power of knowledge. In them will truly 
be fulfilled the words: “They that trust in Him, shall un- 
derstand the truth; and they that are faithful in love shall 
rest in Him; for grace and peace is to His elect.” Then, 


lifting up his eyes to God, man will give flight to his soul, 

and from the depths of his spirit will rejoice in the words: 

O Lord, I am thy servant, and the son of thy hand- 
maid. Thou has broken my bonds. 


God bless you all in the great work to which you have 


been called. 


The Atom: Death—Or the Life Abundant? 


YOUR VOICE WILL DECIDE 


By WILLIAM R. FOULKES, 


Delivered to the Business and Professional Women’s 


New York, N. Y., 


THINK we can all take it for granted that the atomic 

age is here. In the penny-arcades over on Broadway, 

where during the war for a nickel you could try your 
skill shooting at a helpless parachutist as he drifted toward 
the ground, you can now try your luck at wiping out a 
whole city, with an atom bomb—all for five cents. And 
the new issue of the Manhattan Telephone book, which 
only a few years ago had no entries at all under “atom” or 
“atomic,” now lists no less than forty-five, including the 
“Atomic Undergarment Company.” I have no way of know- 
ing what an atomic undergarment might be, although there 
may be cases where it would be worth looking into. 

Anyway, the atomic age is here, and we're all scared to 
death; you, I and everyone else. And no wonder. We 
woke up one morning, and either heard over the radio or 
saw in big, black headlines, that an atomic bomb had been 
released, when we didn’t even suspect the possibility of such 
a thing. Our very first contact was a shock, particularly 
since it told of the death of a great city. 

And from then on the news has become progressively 
worse. We found out that there was a danger—at least a 
possibility—that the controlled reaction which produces 
atomic energy might somehow get out of hand, and become 
uncontrolled ; spreading from atom to atom until every atom 
in the universe had been exploded. On a lesser, individual 
scale, if some particular atom bomb didn’t kill us, then 
perhaps it would destroy the reproductive capacity of those 
who weren't lucky enough to be killed. You see radio-ac- 
tive rays, which we’ve known about before with radium, can 
cause sterility. 

Even worse than the possibility of sterility, is the possi- 
bility that the radio-active rays of atomic energy, may affect 
the genes that control inheritance. As you know, these genes 
are in our systems almost as if they were wrapped up in a 
little pocketbook or separate package of some kind; so that 
the things that affect us, usually do not affect these genes, 
which we pass on just as we had received them from our 
parents, from generation to generation. But radio-active 
waves do affect these genes, opening up the rather unpleasant 
possibility that, through exposure of these genes to released 
atomic energy, we might create a race of monsters; perhaps 
physical freaks, perhaps mentally abnormal. The worst thing 
about this possibility is that these rays might affect recessive 
gene, not the dominant ones that immediately affect inheri- 
tance, but the recessive ones that lie in wait until they meet 
other recessive genes of the same kind, and then show up 
in the offspring. All unknowingly we might spread these 
recessive genes through a few generations, without a great 
deal of visible effect, until they become so widespread that 
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there would be a good chance of their meeting each other 
frequently, and we would have a whole race of monsters. 

It’s all rather ghastly, isn’t it? Atomic energy is a weapon 
that can wipe out the human race. Short of that, in addi- 
tion to the specifically unpleasant injuries it causes, it can 
attack our life stream itself; cutting it off, or changing it to 
produce human forms that might not even be human by 
our present concepts. 

The next fact to be noted is that there is no defense 
against atomic assault. Read all the literature on the sub- 
ject; not by alarmists, but by competent scientists. With 
deadly, chilling monotony, they all come to that same con- 
clusion: “No defense.” 

Now add to this the fact that mankind is apparently de- 
termined to use atomic weapons. The United States, which 
has the weapons, won’t destroy them until an effective in- 
spection system is set up. Russia won’t submit to inspection 
unless. the weapons are first destroyed. Just a difference of 
opinion, but it could wipe out humanity. 

And in the meantime, we go on making bigger and better 
— if that is the word—atomic weapons. American industry 
has been lined up behind the development of atomic energy ; 
and let’s remember that it was our productive genius that 
gave us the atomic bomb. European scientists knew every 
bit as much about atomic theory as we did, but we had the 
production know-how. In appointing a committee of lead- 
ing industrialists to help along with atomic development, 
Chairman Lilienthal of the Atomic Energy Commission re- 
gretfully but quite clearly intimated that defense needs— 
that is to say, military purposes—must dominate the devel- 
opment itself. This past summer it was announced that new 
atomic proving grounds had been established in the Pacific; 
and the announcement s gnificantly spoke of atomic “weap- 
ons,” not just an atomic weapon. So we can only guess what 
newer and more horrible weapon has been added to the 
atomic bomb. 

Just this week the Atomic Energy Commission released 
the report on its first year of operation. ‘The military aspect 
of atomic development was heavily emphasized. ‘““The New 
York Times’” story on this report—not editorial comment, 
mind you, but the sober, factual news story—said the re- 
port showed that within this year “majestic and terrible 
progress had been made, in kind and in quantity, in fash- 
ioning atomic arms.” 

Well, in briefest outline there’s the story. The thing is 
fantastic; but it’s true, and it’s here—now. The very laws 
of nature, as we know them, are changed at man’s will. It 
is as fundamental as man’s discovery of the principle of the 
wheel, or his discovery that he could control fire for his own 
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use. But the release of atomic energy has this great, funda- 
mental difference; that it places in man’s own hands the 
means of destroying the human race. 

No wonder we don't want to read about it, hear about, or 
talk about it. We pick up the paper; someone’s prognosti- 
cation of a bomb thousands of times more powerful than 
the ones we dropped on Nagasaki and Hiroshima. Or we 
hear our favorite radio comedian trying to be funny by get- 
ting some new “angle” to the now classic jest that there may 
be some doubt about what weapons will be used in the next 
war, but no doubt about the weapons in the war after that, 
which will be stones and fists. 

Danger. Death. Destruction. It stuns us, individually 
and as a people; and it should. Mankind, with the power 
of the gods, but without the wisdom—or mercy—of God. 
Man, with the power to destroy himself, but nowhere in his 
entire record evidence of the wisdom or moral purpose ade- 
quate to keep him from doing so. That’s what atomic energy 
promises us. Death... destruction . .. the end. 

But if that were all it promised, I wouldn’t be here this 
evening. I’m just as scared as you are; and by this time 
I'd have found myself a hut on some distant 2 x 4 island, 
just to get as far away from it as I could. But there is 
something else. Specifically, there are isotopes. These iso- 
topes are a by-product of the manufacture of atomic energy, 
and when it was announced that the United States govern- 
ment had released them to the scientific laboratories of the 
world, almost every scientist came up with some variation 
of the same phrase, because it was so apt, “the most revolu- 
tionary scientific tool since the discovery of the microscope.” 
And speaking only as a layman, I think that’s an understate- 
ment. 

I'll tell you why. With these isotopes, it’s possible to 
make the atom of any substance radio-active. And when a 
substance is made radio-active, its course can be traced, just 
as if it were a little system of flashing electric light bulbs. 
So these isotopes become “flashers” as they travel through a 
body, whether it’s animal or vegetable, and the scientist with 
his Geiger counter can tell just where a certain substance is, 
how long it stays there, and what it’s doing. 

It means that when techniques are perfected, he will be 
able to study the functioning of a supposedly normal body, 
and see what is actually happening inside. Let’s suppose 
that these isotopes are put into a man’s blood stream, and 
the scientist sees that where the blood should be flowing 
freely through some small vessel leading into the heart, that 
it slows up. ‘Then he will know that he’s dealing with an 
individual who has an unsuspected constriction of his blood 
vessels, a candidate for one of those sudden heart deaths 
that depress us so much these days. Some medication—per- 
haps some substance introduced regularly into the man’s diet 
—to keep his blood vessels dilated, and instead of slumping 
over his desk some day, he will live out his normal expect- 
ancy of life. 

Or let’s take cancer. With these isotopes, perhaps some 
stain can be made radio-active. A stain, as you know, is a 
substance with an affinity for only certain particular cells 
or microbes. You will recall that Ehrlich developed salvar- 
san for the treatment of syphilis, by means of a stain that 
goes right to the spirochete that causes syphilis, and traces 
it out wherever it may lurk in the human body. Well, sup- 
pose that a radio-active stain, with an affinity only for can- 
cer, is introduced into a body. The doctor sees it stop. Then 
he knows that there is a cancer, and knows just where it is. 
\nd by using this same combination of a stain and isotopes, 
he will be able to treat the cancer by radiation from these 


isotopes, with no danger of damage to surrounding tissues, 
such as radium often causes. And during treatment he’ll 
be able to know exactly where his medicine is, and exactly 
what it’s accomplishing. 

These are only specific examples to illustrate the fact that 
with these isotopes, what goes on inside the body, both in 
health and sickness, can be actually watched, and the funda- 
mental processes of life itself traced. 

Up to now doctors at best have only been able to detect 
the symptoms of life’s aging process, after certain definite 
changes have taken place in the body and its organs. With 
isotopes, they will ultimately be able actually to watch 
these changes taking place, discovering just what occurs as 
our organs age, detecting any unusual acceleration of the 
aging process, and stopping it, or at least slowing it down. 

This will be true of the treatment of disease, generally. 
Instead of studying only the symptoms of a disease, doctors 
will be able—with these little ‘“‘flashers”—to see what the 
disease is doing inside the body. And with whatever medi- 
cation or treatment is given, instead of being limited to 
observing the effect of this treatment, the doctor will see it 
at work right inside the body, knowing exactly what it is 
doing. 

What does this all mean? Well, those who are compe- 
tent to say, say that it should yield the knowledge which 
will make man’s life span nearer the 105 years it should be, 
when measured by the life span of animals in relation to cer- 
tain periods of growth, instead of just three-score-and-ten. 
And throughout this whole life span, the average man 
should enjoy almost total freedom from weakness and disease. 

I don’t mean to say that I am going to live to be 105 years 
old, or that all or any of you are. But this is no Buck 
Rogers dream of the twenty-fifth century. It is a reason- 
able, predictable accomplishment, coming perhaps sooner 
than we know, arising from the fact that isotopes make it 
possible to study the life processes themselves. So let’s list 
as the first major benefit to be expected from atomic energy, 
a measurably longer life span, free from disabling sickness. 

Next let’s look at what these isotopes can be expected to 
accomplish in the realm of plant life. Just as these “‘flash- 
ers’ can show what goes on inside a human body, so they 
can be used to find out what goes on inside a living plant, 
and how it is affected by its soil and fertilizers. Up to now 
we have known that certain fertilizers yield certain results 
in stimulating plant growth. By attaching isotopes to the 
different substances in fertilizers, we shall be able to watch 
these “flashers” as they reveal exactly what each individual 
substance making up the fertilizer does within the plant; 
what part of the plant it stimulates, and to what extent; 
and what other substances in the fertilizer offset this by re- 
tarding the plant’s growth. With this knowledge we shall 
ultimately be able to make the soil yield exactly what the 
people of the world need for their adequate nourishment. 
Recently there was a meeting of atomic and agricultural 
specialists in the south, and what these men found was that 
studies with these atomic tracers promise “an unparalleled 
enrichment of soil for a world now suffering from depleted 
farmlands and the undernourishment of millions of people.” 
So let's mark down as the second promise, adequate nourish- 
ment for all mankind, for the first time in the history of the 
world where always at least half its people have never had 
enough to eat. 

Now we come to the industrial development of atomic 
energy. Some feel that it’s just around the corner; others a 
decade or two decades away. Whichever it is, the impact 
will be profound. The first development will undoubtedly 
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be the production of power; probably to supply electricity 
for lighting, heating, and industrial power purposes. 

Atomic energy may provide the power for ocean liners, 
locomotives, and perhaps even for airplanes and automobiles. 
And I give it just as my guess, but I feel that with leading 
American industries participating in the government’s 
atomic energy development plans, and contributing the prac- 
tical production know-how that American industry has to 
such a superlative degree; I guess that practical industrial 
development of atomic energy are apt to come sooner than 
we expect, rather than later. 

We Americans probably tend to underestimate the im- 
portance of power, because we have it in such abundance. 
Yet there is a discernible relationship between the amount 
of power a nation has, and its standards of living. For 
example, the United States has twice the per capita power 
supply of England, and one hundred times that of India. 
And standards of living would follow about this same pat- 
tern. 

You will remember reading about what happened last 
winter when England had the kind of weather that we've 
been having this year. Blizzard after blizzard tied up trans- 
portation, coal couldn’t get from the mines to its destination, 
industries shut down because without coal they had no 
power, and the British people themselves suffered privations 
actually worse than anything they had experienced during 
the war. So you can see what it would have meant to Eng- 
land—and what some day it will mean—for each commu- 
nity to have an abundance of locally generated power, be- 
yond the vicissitudes of weather and everything else. We 
can even appreciate what that would mean right here, with 
our chronic fuel supply shortages whenever we get a pro- 
longed cold spell, and with our petroleum being used more 
rapidly than we are able to discover new, proved reserves. 

It has been estimated that it would take only one boat 
load of atomic ore to supply all the electrical power that 
France will need for a hundred years. Just apply that same 
fact to all the nations of the earth; imagine every nation 
everywhere, at all times having all the power it needs. 

These are just to suggest some of the immediate, foresee- 
able benefits that will come from the industrial development 
of atomic energy. But like every great new force that is 
placed at man’s disposal, it will create benefits of its own 
that cannot even be foreseen. For example, electricity did 
more than merely replace candles and kerosene lamps. The 
invention and development of the telephone was certainly not 
limited merely to taking the place of the messengers busi- 
ness houses used to hire. The automobile has meant more 
than just the replacement of Dobbin. In every one of these 
cases whole new industries have been built, employment has 
been provided for literally millions of people, almost untold 
wealth has been created, and entirely new dimensions have 
been added to life itself. I can’t tell you what the industrial 
development of atomic energy is going to bring, but I know 
that it’s going to be tremendous. Because the creature com- 
forts of our age depend upon mass production and because 
mass production depends upon power, I think that ulti- 
mately the industrial development of atomic energy is going 
to mean for all men everywhere, a standard of living such 
as we haven’t even dreamed about. 

And now I’m going to step into the role of a prophet, and 
give it as my measured opinion that the benefits of the indus- 
trial development of atomic energy may even establish the 
political conditions under which the nations of the world 
can get together to enjoy the benefits of atomic energy, in- 
stead of trying to wipe one another out. 


Specifically, this is what I mean; there is no possibility of 
avoiding the military dangers of atomic energy, unless there 
can be an effective inspection system, all over the world, to 
make it certain that atomic materials intended for industrial 
use, are not being secretly diverted to build up stock-piles 
of bombs. And there can’t be an effective inspection system 
unless every nation will yield, to some international body, at 
least the degree of sovereignty that will permit that interna- 
tional body to go into the nation and make whatever search 
has to be made, to assure that the atomic materials are being 
used properly. 

In case there’s some doubt, I’m talking about Russia. If 
the United States should suddenly agree to Russia’s proposal 
that we first destroy all our bombs, I think that Russia 
would find some other reason for rejecting effective inspec- 
tion within her borders. Russia is very reluctant to have 
the representatives of unfriendly capitalist nations poking 
around inside her territory. Besides that, Russia has a doc- 
trinaire objection—and doctrines mean much to the Com- 
munists—against any surrender of her own full sovereignty, 
for any purpose. That is why Russia has been so consist- 
ently insistent upon the veto right in the United Nations. 
In using the veto, Russia has made it clear each time that 
her veto was not only because of her objection to the par- 
ticular action proposed, but to sustain her sovereignty un- 
impaired. 

There can be no escape from the danger of atomic weap- 
ons without a control system; there can be no effective con- 
trol system without some surrender of national sovereignty, 
and the Soviets are apparently determined to make no sur- 
render of sovereignty at any time, in any degree, for any 
purpose. 

Looks pretty hopeless, doesn’t it? Russia must know that 
a full scale atomic war could result in her annihilation, 
along with everybody else; and if fear of this won’t move 
her, what will? Well, a realization of the practical bene- 
fits of atomic energy, of what these benefits might do for 
the Russian people, and how they can at last make it possible 
for the Communist leadership to make good on its promises 
to the Russian people—this realization, this positive rather 
than negative viewpoint, conceivably may make the Russians 
willing to cooperate, in order to obtain these benefits. 

Remember, Communism is basically economic. It prom- 
ises people things; things which, it tells them, they have 
been wrongfully deprived of. Yet with five-year plan after 
five-year plan, requiring heroic efforts on the part of the 
Russian people, their government has never been able to 
make good on this promise. Perhaps there will even be pres- 
sure from inside Russia itself, as her people somehow sense 
what is going on in the rest of the world. In any event, as 
the tremendous benefits of the industrial development of 
atomic energy become more and more widely apparent in 
countries such as the United States, the Russian leaders 
cannot help but see that in atomic energy’s unlimited power 
and its other benefits, here at last is a chance for them to 
provide the Russian people with the goods and with the 
high standards of living they have been promised. So Rus- 
sia may become willing—even eager—to subscribe honestly 
to effective international control, in order to get from us 
the methods and materials for providing these benefits for 
her own people. The threat of annihilation has not moved 
Russia, but it is entirely possible that the vision of the actual 
attainment of all that Communism has promised its people; 
the possibility of actually achieving the “golden age” of 
Communist accomplishment, will be something too alluring, 
too precious, to be lost at any hazard. It is for this “golden 
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age” that Communism has lived, and I doubt that its lead- 
ers are going to let the chance go by. 

It is one thing for a bitter, impoverished nation to be 
willing to risk its own suicide to encompass the destruction 
of enemies it hates for their possessions. It is something 
else to commit suicide when you are standing—materially, 
at least—at the entrance of Paradise. It just isn’t done. 
And I don’t think that Russia is going to do it. 

So let's add this final credit to atomic energy, that out of 
its own accomplishments it may create the political condi- 
tions that will save it from being used for the destruction 
of the world. That’s not a certainty; perhaps it’s not even 
a probability. But I think that it is. 

And what part do we—you and I—play in all this? The 
answer is that we play a decisive part if we are ready to, 
and don't let it go by default. I know that the mere men- 
tion of “atom” or “atomic” brings the response, “Oh, that’s 
something for Einstein!” In other words, the subject is so 
deep and complex that only nuclear physicists can hope te 
understand it. 

Thats true of the technical aspects of atomic energy, but 
the great decisions that now have to be made have moved 
out into the social, economic and—above all—the political 
arena. 

‘The atomic scientist—whether it’s Dr. Einstein or some- 
one else—tells us that there’s no secret about the atomic 
bomb; and that there’s no defense against it. On these mat- 
ters of fact, we have to trust the scientist’s judgment, be- 
cause he has the technical capacity to know, and we haven't. 
But once the fact is established—for example, that there’s 
no defense against an atomic bomb—all that the atomic sci- 
entists know that we don’t know is why that is so. And 
when it comes to political decisions that our government 
must make, based on the fact that there’s no defense against 
an atomic bomb, it’s the fact that there is no defense—and 
not the technical explanation of this fact—that creates the 
political problem to be solved.. And solving the problem calls 
for political intelligence, not technical knowledge. For ex- 
ample, neither you nor | understand (at least I don’t) the 
technical nature of electricity. But when we are called upon 
to decide whether or not a municipal light plant should be 
built, what powers our state utility regulatory body should 
have, and so on, we are confronted with political decisions 
on which, if we know all the facts, we properly consider 
ourselves just as competent to render a decision as an electri- 
cal engineer, even if he knows technically why the facts 
exist, and we don’t. 

‘To take a case right in point, in the current issue of “The 
Bulletin of the Atomic Scientists,” one of them, Dr. Lapp, 
tells with exactitude what an atomic bomb would do to 
Washington, D. C., what buildings it would destroy, what 
percentage of the personnel it would kill, and so on. And 
unless he’s controverted on this, we have to take his word 
about it; it’s a factual projection of matters of which he has 
specific scientific knowledge which we don’t have. 

Well, in making the political decisions that arise from 
the fact that so much of Washington could be destroyed, 
it's the fact itself that is important, and not the technical 
reasons why it is a fact. So far as the basis of our political 
decision is concerned, we know just as much as Dr. Lapp. 
We know that we can expect the destruction of a certain 
number of key-buildings, a certain percentage of personnel. 
And it’s this fact itself—not its technical explanation—that 
creates a definite political problem. 

Senator Lodge, of Massachusetts, and Senator Wiley, of 
Wisconsin, have been insisting over and over again that the 





concentration of our defenses in Washington is dangerous, 
for this very reason that so much of the city might be wiped 
out and all our defense controls lost, with perhaps the nation 
itself unable to function. They would thrust back on states, 
counties and cities, just as many functions of government as 
possible. It sounds reasonable. Should it be done? To what 
extent should it be done? How should it be done? These 
are all now become practical, political problems; and once 
the fact of great danger to Washington is established, any- 
one who recognizes that fact can reason out its consequences 
politically; and knowing technically why this destruction 
may be expected, adds nothing to a person’s judgment on 
the political problems that develop from the established fact 
of this possible destruction. 

Here are the practical, political problems we have to face 
today. Should we immediately share our atomic knowledge 
with Russia? Or—as has been suggested—should we “let her 
have it” before she can build her own stock-pile of bombs? 
Should military men or civilians dominate our Atomic En- 
ergy Commission? (Our representatives in Congress made 
that decision once, but may have to make it again.) Be- 
cause of what an atomic bomb can do to a canal, should we 
tax ourselves to spend additional hundreds of millions of dol- 
lars to build a Nicaraguan canal to supplement the Panama 
Canal? Or should we give up our dependence on canals 
altogether, if they are so vulnerable to atomic attack? Should 
we accept Senator Knowland’s proposal that the actual mem- 
bers of the Atomic Energy Commission be subjected to the 
same F.B.I. loyalty check as that given the commission’s 
employees generally; or do we feel that this is unnecesary 
when the office is by direct presidential appointment, where 
the President would be supposed to know of the man’s 
loyalty, and where the threat of an investigation of this 
sort, and the political capital that could be made out of it, 
might make the most capable men reluctant even to have 
their names considered ? 

Don’t you see, these aren’t questions of nuclear physics; 
these are practical political decisions. Should we allow the 
atomic scientists to make the political decisions for us? Does 
the fact that they have tremendous technical knowledge, give 
them better political judgment? There are many who feel 
that intensive scientific training is apt to create attitudes 
that lead to particularly poor political judgment. For ex- 
ample, note how many of the nuclear physicists have es- 
poused World Government, which is absolutely the logical 
answer: Atomic weapons can destroy civilization. The only 
way to prevent nations using them, is to have some sov- 
ereigr' ’ higher than that of individual nations, with author- 
ity to prevent their using these weapons; and that means 
some sort of world government. There it is, Q.E.D. As a 
matter of logic, the case for world government is flawless. 
But at the present time, for practical reasons, it’s just about 
impossible. 

Now the scientifically-trained mind will invariably come 
up with the logical answer, because science is logical and ex- 
act. If you add two and two, you get four; and you always 
get four. But politics is not exact; it is compromise and con- 
cession. You add an Arab to a Jew, a Mohammedan to a 
Christian, a Communist to a Western democrat, a Chinese 
Red to a Chinese Nationalist; and you get no exact answer, 
and you may get a different answer every time, depending 
upon a particular situation. 

If an atomic scientist or any other scientist has something 
to say on a political problem, he is certainly entitled to be 
heard; but at the same time he has to be judged upon the 
soundness of his political thinking, as measured by political 
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standards; certainly his political opinions are not to be ac- 
cepted without question, just because of his scientific at- 
tainments. 

Do we want military men to make the economic and 
political decisions, on the problems arising from atomic 
energy? I don’t think so. They wouldn’t be good military 
leaders nor good Americans if they didn’t unconsciously 
favor military considerations over civilian needs, calling all 
the close decisions—and perhaps some not so close—in favor 
of the military. 

Well, who are we going to let decide these political de- 
cisions, arising from the established fact of atomic energy, 
and the established facts of its consequences? My whole 
purpose in being here this evening, is a deep and profound 
conviction that you should decide them. Ultimately, they 
will be decided by your representatives in Washington; and 
by and large these representatives will decide these issues 
as you want them decided. And if your decisions are sound 
and sensible, so will theirs be. 

I say this first of all, because it’s essential to believe in 
your capacity to make these decisions, in order to believe in 
the validity of democratic government. Our entire system of 
government is founded on a conviction, once held, that if 
there is reasonable development of intelligence through edu- 
_cation, and if the channels of information and discussion are 

kept free, that average people themselves, collectively, will 
arrive at sound political decisions; not always, but at least 
as often as any group or single leader will do. Of course, 
modern life has become so complex, its problems so endless 
and complicated, that probably most of us secretly doubt 
that even when we say it. The tragic fact is, of course, that 
if the democratic principle is no longer valid, then there’s 
no alternative left but the “leadership” principle, and this 
generation’s conspicuous examples of the leadership prin- 
ciple, in Germany, Italy, and in Russia, doesn’t seem to make 
that a very happy prospect. 

Well, are we competent to decide, or aren’t we? And I'd 
like to answer that by citing two studies recently made. One 
was by Elmo Roper, of the Roper Public Opinion Poll. 
Now I don’t want to get in an argument about public 
opinion polls. Whether or not they are accurate in forecast- 
ing presidential elections, or accurate to within what per- 
centage, I don’t know. But I think we can safely accept 
that they are comprehensive enough, and their statistical 
methods sufficiently proved, so that when they show a sub- 
stantial body of public opinion dominantly one way or the 
other, it’s probably a reasonably fair expression of prevail- 
ing sentiment. 

Remember, these polls have been in existence now for a 
decade and a half or more, so that they can go back and 
check on what public opinion was when there was some great 
issue that since then has worked itself out. Elmo Roper, 
of the Roper Poll has done this, and he has found that 
without exception, as proved by subsequent events, the opin- 
ion of the population generally was always more nearly cor- 
rect than that of any—of any—special group within the 
population. In other words, whatever the great issue before 
the people, the people themselves exhibited better judgment, 
as proved by later events, than even the experts on that 
particular subject. 

Dr. George Gallup, of the Gallup Poll, has found the 
same thing to be true; not only were the people almost 
always correct in their judgment in cases where it could be 
specifically checked against later events, but invariably they 
came to the correct decision long before the experts on that 
particular subject. On the need for compulsory military 


training before the last war, on the embargo of goods to 
Japan, on the role that airpower would play if we got into 
the war, on all these the people rendered the correct judg- 
ment long before the experts—the administration, the state 
department, the admirals and the generals—were willing to 
accept it and act on it. 


And I believe that the same thing must be true on the 
social, economic and political decisions to be reached in con- 
nection with the development of atomic energy. They will 
be better decisions, if you make them. And what the United 
States does about atomic energy, both as a matter of domes- 
tic development and foreign policy, may well be decisive in 
what atomic energy does to, or for, the world. 

Don’t think that atomic energy is to be dismissed from 
your thinking as “something for the experts”. It is some- 
thing for you; something as personal as your job, your mar- 
riage, the education of your children, your home life itself. 
Treat it with the same genuine, day-by-day interest. 

When you pick up your newspaper, and the headline con- 
tains the word “atom”, don’t pass it by. Read what it has 
to say. When there’s a radio discussion on some atomic 
problem, tune in on it. Read the magazine articles about 
it. There will be a good deal of the sensational, because it 
has all the elements of sensation. But as you listen and read, 
and discuss, you will finally find yourself with an under- 
standing of the solid, basic facts: atomic energy can do this, 
and it cannot do that. And when you have those facts, you 
are in a position to judge the editorials and the speeches 
which defend or attack some specific atomic proposal: that 
we should share it; that we shouldn’t share it; that we 
should have two canals, that we should not depend upon a 
canal at all; and all the rest. And then you can make your 
own decision. In the aggregate, it will be a sound decision. 

Talk to other people about it. When they try to dismiss 
it as “something for Einstein”, tell the facts you know. 
Tell them what isotopes are, and what they'll do. Get them 
interested. Get them reading. Get them talking. The great- 
est barrier to be overcome is the defeatism of “Oh, it’s be- 
yond me!” Show them that it isn’t beyond you. A group 
like this, going out into so many places, meeting and talking 
to so many people, who in turn meet and talk and carry 
ideas to so many others; a group like this can at least begin 
to leaven the thinking even of a city the size of New York. 

I feel about this as I said that I hoped the leaders of Rus- 
sia might someday come to feel about it; that it’s much too 
precious to lose. I don’t particularly want to live to be 105 
years old, but I hope that you and I live to see the day when 
no one of us will ever again have to stand helplessly and 
hopelessly at the bedside of a loved one dying of cancer; 
when we won't look at pictures of hundreds of corpses 
stretched along a roadside, because some great nation is 
chronically unable to grow the food its people need. 


You see, it is a matter of “Death—or Life Abundant’’. 
There is no middle ground. It’s one thing, or the other. 
Either we control it, or we don’t. If we can’t control it, it 
is extermination. But if we do control it, its fantastic 
abundance is as real, and just as certain. It’s one—or the 
other. America’s voice may be decisive. And it’s your voice 
that will decide for America. 

The controlled release of atomic energy is the most mo- 
mentous fact ever to confront the human race. Giving man 
at one and the same time the power to destroy himself or to 
enter into a life of unparalleled abundance, it is either the 
ultimate, grim, sardonic jest of the gods, or the final, great 
material blessing of God. It’s up to you. 
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“Profit Lines Are Battle Lines” 
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ADVOCATE profit-sharing for three reasons: First, it 

appeals to me as just and fair; second, I feel it is a 

most realistic approach to good industrial and public 
relations; and third, I believe that the widespread adoption 
of profit-sharing would have a marked stabilizing effect on 
our economy. 

Sharing is a natural, instinctive, and responsive type of 
relationship between two human beings with a common 
objective. If it is so for two people, it is so in principle for 
three people or 3,000 people. As I see it, we already have and 
we can’t escape profit-sharing in its broad sense. For we 
can't move prices or wages without affecting or sharing profits. 

We know that the margin of profit to share is small—even 
in times like these. For the sixteen billions of corporate 
profit, estimated for 1947, is only about 8% of our two 
hundred billion dollar national income. Yet in the eyes of 
labor and the public, profits are excessively large and the 
margin to share is great. 

Profit-sharing is essentially the subject of debate at every 
bargaining table in the country. It’s at the core of our great 
political issues. It represents a dispute that is a threat to the 
continuation of our very way of life. 

Yet we in industry are still trying for the most part to 
meet this modern day challenge by clinging to antiquated 
concepts and attitudes. We draw a profit line—a battle line 
—of distinction between capital and labor—while giving 
lip-service to partnership. Some of us stick our heads in the 
sand like ostriches and refuse to take the realistic view that 
profits are a matter of employee and public concern—that 
they are grossly and fantastically misunderstood—and that 
the only way to really educate, is to create participating 
interest. 

I define profit-sharing as any procedure under which em- 
ployees are paid, in addition to good going rates of regular 
pay, current or deferred sums based—not only upon indi- 
vidual or group performance—but upon the prosperity of 
the business as a whole. You will note that precludes indi- 
vidual or group incentives based solely on performance. 
They are not profit-sharing within the definition which ap- 
pears to me appropriate. 

I am a firm believer in the value of direct incentives. I 
believe, when properly administered, they are more effective 
than the broader incentive of profit-sharing. Direct incen- 
tives should be offered or continued along with profit sharing 
wherever they can be properly applied. But in my judgment, 
real profit-sharing must be dependent upon the prosperity of 
the business as a whole, as well as upon group and individual 
performance. We often lose sight of the fact that good 
profits are most frequently the result of a condition of gen- 
eral prosperity over which neither capital, management, nor 
labor have control. 

You will note that my definition included “deferred” 
sums. I refer to so-called profit-sharing trusts under which 
a portion of profits are held in trust to be paid to employees 
at some later date—usually upon leaving the company or 


upon retirement. This type of plan has grown in popularity 
during the past ten years. 

Yet in my opinion this form of profit-sharing is not as 
effective as cash profit-sharing in building morale, teamwork 
and an understanding of the economics of a business. I say 
this for two reasons: First, pension plans today rank close 
to the category of normal benefits such as vacations and holi- 
days with pay, sick leave, group life insurance, etc. Second, 
pensions are too remote to the average employee to have real 
meaning. They represent old age—something too far in the 
future to have any real significance. We should have pension 
plans; but if we can afford it, we should have cash profit- 
sharing as well. 

There can be no standard technique of profit-sharing 
which can Apply to all, nor do I believe the technique makes 
any great difference—as long as four fundamentals are car- 
ried out. The first is to have regular rates of pay that are 
fully up to standard. The second is not to make the profit- 
sharing payments so frequent, such as monthly, that they 
become looked upon as regular pay. The third is to see that 
employees understand how they are computed and the 
relationship they bear to profits. The fourth is to integrate 
the plan into a well rounded program of industrial relations. 

In Pitney-Bowes, we have used profit-sharing successfully 
for about twelve years. Until two years ago, it was in the 
form of a year-end bonus. We now pay a quarterly wage- 
and-salary dividend, a term originated I believe by Eastman 
Kodak, and in my opinion by all odds a most significant and 
effective one for the purpose. 

Our dividend is not based upon any predetermined 
formula. But the directors have pledged to employees that 
they will consider a wage-and-salary dividend every time they 
consider a stockholders’ dividend, under the philosophy that 
employees—investing a part or all of their lives in the 
business—have a stake in it over and above their regular 
compensation, in a manner comparable to the stockholder. 

We explain that the first call on our income is to pay 
employees a good going rate of salary or wage for work 
performed regardless of profits; that our next obligation— 
if we have enough left after expenses, taxes and the future 
needs of the business—is to pay our stockholders a good going 
rate of dividend for the risk and use of their money; and that 
only when profits are sufficiently good to allow us to pay 
more than this, can wage-and-salary dividends be fairly paid. 

Our stated policy is that should profits over these basic 
requirements result largely from increased employees’ efh- 
ciency, in our judgment that will be on the side of a higher 
proportionate dividend to them; that should profits over 
these basic requirements result largely from successfully 
undertaking new risks and developments, it will be on the 
side of higher proportionate dividends to stockholders; that 
should such profits result generally from better general busi- 
ness conditions, it will indicate sharing the excess about 
evenly. 

Such investigation of profit-sharing plans as I have made 
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convinces me that many of the plans which have been aban- 
doned failed directly or indirectly because of the use of a 
formula or percentage of profits. Except for an old estab- 
lished and stabilized business, I do not think it practical or 
possible to look into a crystal ball and come out with a 
formula which will make sense under any conditions which 
may arise in the future—including changed capitalization, 
different ratios of labor cost to the income dollar, new prod- 
ucts, etc. Stockholders are not paid dividends by formula 
and I see no fundamental reason why a profit-sharing plan 
with employees must require one. 

The argument will be made that without such a formula, 
profit-sharing is not as effective as a direct incentive. I agree 
but I do not feel this is important because I do not look upon 
profit-sharing primarily as a direct incentive. Profit-sharing 
in my judgment should be looked to for its indirect benefits 
in gaining better employee morale and understanding. 

We started our new plan off two years ago with a quar- 
terly dividend of 7% of base pay to all employees of three 
or more years of service and proportionate amounts for those 
with less service. At that time we were paying stockholders 
dividends at an annual rate of 50¢ per share. Last year, 
including a year-end extra, employees received a total of 
8.8% of base pay—base pay excluding direct and group 
incentives of which we use a number. Stockholders, also 
with an extra final dividend, received 70¢ per share last year. 
Employees may leave their dividends to accumulate interest 
until the end of the year. About two-thirds of them do this, 
taking out the full amount in December. 

Some believe profit-sharing should be only the crown 
which caps a well rounded out industrial relations program. 
I don’t agree with that concept. I am inclined to look upon 
profit-sharing more as a foundation on which to build good 
industrial relations in all other respects. I say this because 
the basic concept of profit-sharing is the basic concept with 
which all of us try to inculcate employees. It is simply that 
they are a part of the business and as it prospers so will they. 
The era of “hired help” is gone. It seems to me that without 
demonstrable cash support of this concept, the job of building 
good industrial relations is far more difficult than it need be. 

Let’s analyze a moment. We run our business to make a 
profit—fairly of course, but to make a profit. We want our 
employees to do everything they can to help us make that 
profit. We talk of lowered costs, efficiency, need for greater 
production, etc. But when all is said and done, if we have a 
good year of profit—without profit-sharing in some form— 
it doesn’t directly affect or concern our employees. It only 
concerns what our leftist friends graphically picture to our 
employees as fat-bellied capital and ruthless management. 


Profit-sharing in some form is in my opinion the only 
means of tangibly demonstrating the partnership of capital 
and labor. Profit-sharing is the only thing that can really 
put capital and labor on common ground—in the same boat 
—on the same team—after the same goal—whatever meta- 
phor one chooses to use. 


Profit-sharing affords an outstanding means and, I feel 
the most effective means of educating employees on what 
makes business tick on the narrowness of ordinary profit 
margins, and on how large a share of the income dollar labor 
receives as compared to capital. 


‘Take a manufacturer whose income dollar is split in pros- 
perous years about as follows: 50¢ in wages and salaries, 43¢ 
in all other expenses including taxes, leaving 7¢ in profits, 
out of which 4¢ is paid in dividends. A profit-sharing pay- 
ment of 5% on the 50¢ of wage and salary content would 





mean 2'%4¢—about one-third of the profit and better than 
half the 4¢ dividend distribution yet it is only a small per- 
centage of total compensation to employees, nothing to be 
compared with wage increases currently demanded and ex- 
pected to come readily out of profits. The 2%¢ would 
actually cost, out of profits, only about 114¢ after allowing 
for taxes. If the benefit of the tax saving of nearly 1¢ were 
put into the profit-sharing payment, it would amount to 3%2¢ 
—7% of compensation, and nearly equal to the stockholder 
dividend of 4¢. For most publicly owned corporations, hav- 
ing more stockholders than employees, the average employee 
would receive a profit-sharing payment comparing favorably 
to, if not more than, the average payment to the stockholder. 

In our case, total dividends to stockholders last year were 
$644,000, while dividends to employees represented $385,- 
000. Our 8.8% of base pay employee dividend—representing 
perhaps 7% of overall pay—certainly not an excessive 
amount means that the average employee, out of our total 
of 2,300, receives a yearly dividend of about $166.00, while 
the average stockholder, out of 5,200, receives about $122.00. 
The average employee receives more than the average stock- 
holder, under a modest profit-sharing plan of a publicly 
owned company! 

Thus profit-sharing is real employee education—and it's 
education through self-interest-—without which no real edu- 
cation takes place. In Pitney-Bowes we write quarterly let- 
ters to all employees explaining these things, just as we do 
to stockholders. And we hold annual jobholder meetings, 
just as we hold stockholders’ meetings. Yon can’t just an- 
nounce a profit-sharing plan and let it go at that. 

I am well aware of a somewhat high mortality rate in 
profit-sharing plans. I think it probable that some died be- 
cause of lack of nourishment of the kind I have just de- 
scribed. So far as the thirties are concerned, it is obvious 
that in a period of prolonged depression with low profits, 
profit-sharing like many other industrial programs, was 
bound to fare badly. It is equally obvious that many profit- 
sharing plans, hastily conceived in a period of war fever— 
some instituted only because of high taxation—were bound 
to fail. 

Discounting the failures by these obvious facts, and re- 
membering that success is usually attained only after a 
number of unsuccessful experiments, I think the record is 
encouraging. Certainly there is a greater current interest 
in this subject than ever before. The newly formed Council 
of Profit-Sharing Industries of Wooster, Ohio, estimates 
there are around 15,000 various types of profit-sharing plans 
in operation today. During the past year it has had about 
2,000 inquiries from concerns considering or installing profit- 
sharing. 

Many skeptics have asked me what I think would happen 
if we had to reduce or stop wage-and-salary dividends. My 
answer is that I believe our employees would understand 
the reason. We would do as thorough a job of employee in- 
formation as we did when we started the plan. Naturally, if 
such a period were prolonged, we could hardly expect much 
stimulus from an inoperative profit-sharing plan, but I am 
convinced that the expectation of its being renewed would 
help us to get back on our feet. How could it do otherwise ? 

Now what about losses? I agree with an editorial com- 
ment from the February issue of the Trusts and Estates 
Magazine that “It is fictitious and evasive to say that em- 
ployee profit-sharing is impossible because employees are not 
able or unwilling to share the losses.” Employees do share 
in the losses if they are severe enough—in lowered regular 
compensation, in lost jobs, and in blocked opportunities. But 








352 





Vital Speeches of the Day 





if this is not enough, it is a simple matter to create profit- 
sharing reserves, comparable to corporate surpluses. Only a 
part of a year’s declaration need be paid out and the balance 
can be held back until a sufficient reserve has been built up 
to feed back into the corporation surplus, should losses be 
incurred. 

I said at the outset that I believed that widespread profit- 
sharing would have a stabilizing effect on the cycles of our 
ecenomy. The rigidity of wages is one of the most dangerous 
things in our economy today. In the past, wages have lagged 
behind price and profit rises in periods of rising business 
activity. In the twenties we resorted to an enormous and 
dangerous extension of installment buying to keep our in- 
creasing production moving off our shelves. While this may 
have been over-played in some quarters as a cause of the col- 
lapse in '29 and °30, few economists today deny that it was 
a contributing factor. And on the downhill side wages lagged 
again for it was not until some 15 months after wholesale 
indexes turned downward in 1929 that wages started to 
follow. The rapid widespread wiping out of profit margins 
added immeasurably to the fear psychology that swept the 
nation and deepened the depression. 

Had payments to the mass of wage earners—thru wide- 
spread profit-sharing—moved up more evenly with increased 
production, rising prices and profits, and then moved down 
promptly with the change in trend, the adjustment of the 
thirties would have been far more quickly accomplished and 
in my opinion the depression would not have been as deep 
or lasted as long. Rigidity to change may postpone adjust- 
ment, but it inevitably increases its violence. 

In this post-war period of inflation a different situation 
has taken place. Largely due to strong union pressure backed 
by mistaken government encouragement, wage increases pre- 
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ceded price and profit increases and added fuel to the fire of 
inflation. Perhaps we are passing into a period of adjustment 
or perhaps not. At any rate we are faced with another round 
of increases and we know that once those increases are given 
they will be even more rigid than they were in 1929. 

Our break-even points are already dangerously high neces- 
sitating extraordinarily high volume to stay on the right side 
of our ledgers. The unions are driving for increases—not 
only to’make good losses already sustained from the rise in 
cost of living—but to very amply protect them in the period 
ahead, thus forcing the inflation spiral even higher. It is 
hard to deny such increases in the face of rising prices and 
profits. 

Certainly if we could have substituted profit-sharing pay- 
ments—at least partially—for the increases which have been 
given since the war—and if we could now wholly substitute 
them for the increases ahead, we would be in a far safer and 
more flexible position. If this were done, labor would be 
assured of getting its share and the situation would be much 
sounder all around. 

Another significant point is that—if profit-sharing pay- 
ments were made annually or quarterly, a much greater pro- 
portion of the larger sums represented toward the peak of the 
boom would go into savings, than though the same amounts 
are included in regular pay envelopes. This would be anti- 
inflationary at a time when most needed. 

As nearly as I can judge, organized labor’s attitude toward 
profit-sharing is divided in much the same way as manage- 
ment. The leftist agitator is definitely against it because he 
sees cooperation instead of strife in it, and he doesn’t know 
how to maintain his own security except by strife. In the 
same way the reactionary industrialist is against it because 
it seems to cut the ground out from under his time-honored 
position—that his profits just can’t be anybody’s business 
except his own. 

1 believe enlightened labor leadership like enlightened 
management looks upon profit-sharing generally with favor 
—though perhaps some hesitation as new. In my own plant 
there is no union, but I do know of union plants where 
profit-sharing has been worked out most satisfactorily. There 
isn’t any basic reason why it should not if both sides enter 
into it in good faith. While I lean on the side of keeping 
profit-sharing out of collective bargaining contracts, it is 
merely because of the difficulty of arriving at a sound 
formula which will hold good under varying future condi- 
tions. Where such a formula can be worked out, I see no 
basic reason why it should not be part of a bargaining con- 
tract. 

Profit-sharing will undoubtedly take a great deal of selling 
on the part of management to gain organized labor’s accept- 
ance, but if the principle is sound and the purpose sincere, I 
believe it can be done. It took courage, vision and ingenuity 
to build this great industrial system of ours. It will take 
equal courage, vision and ingenuity to carry it over the fron- 
tiers of this new era. 

I have spoken to you as an advocate of profit-sharing in the 
hope of stimulating your interest. I believe in it—as basically 
fair—as a realistic approach to public and industrial relations 
—and as a stabilizer of our economy. But I do not offer it 
as any panacea. It is the most effective single tool I know of 
to help in attaining these ends. There are many other tools 
which must be used. Yet technique will not do the job alone. 
No policy or plan in the industrial relations field can really 
succeed unless it has behind it the sincere desire of manage- 
men to be fair and the faith of management in the im- 
portance, dignity and response of the human individual. 
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